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FRXQWULHVRI)68GHFLGHGWRLQWURGXFHQDWLRQDOFXUUHQFLHV7KHILUVWFRXQWULHVWRLQWURGXFH
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FXUUHQFLHVZHUHWKH%DOWLF6WDWHVODWHU.\UJ\]VWDQDQG0ROGRYDIROORZHG
7KHELJJHVWSUREOHPZDVWKHW\SHRIH[FKDQJHUHJLPHWKDWZRXOGEHWKHPRVW
DSSURSULDWHIRU0ROGRYD$IL[HGH[FKDQJHUDWHRUDSHJJHGUHJLPHFRXOGDWDODUJHUH[WHQW
H[SRVHWKHHFRQRP\WRVKRFNVEHVLGHVWKHFRXQWU\KDGQRJROGRIVLJQLILFDQWKDUGFXUUHQF\
UHVHUYHV7KXV0ROGRYDDGRSWHGDIORDWLQJFXUUHQF\UHJLPHRULQPRUHH[DFWWHUPV–D
PDQDJHGIORDWLQJUHJLPH
,QWURGXFWLRQRIOHX0ROGRYDLQWURGXFHGLWVQDWLRQDOFXUUHQF\WKH0ROGRYDQOHXRQ
1RYHPEHU7KHFRQYHUVLRQUDWHZDVVHWWROHXIRU0ROGRYDQUXEOHVRUFRXSRQV
7KHPDLQWDVNRIWKLVH[WUHPHO\LPSRUWDQWVWHSZDVWRLQVXODWHWKH0ROGRYDQHFRQRP\
IURPWKHFRQWLQXHGLQVWDELOLW\RIWKHUXEOHDUHD7KHSURJUDPRIILQDQFLDOVWDELOL]DWLRQDQG
VWUXFWXUDOUHIRUPVDGRSWHGDORQJZLWKWKHLQWURGXFWLRQRIWKHOHXZDVVXSSRUWHGE\WKH,0)
WKURXJKVWDQGE\DUUDQJHPHQWV7KLVSURJUDPZKLFKFRYHUHGWKHSHULRGWKURXJK0DUFK
ZDVGHVLJQHGWRVHFXUHDVWDEOHOHXWKURXJKWKHDGRSWLRQRIWLJKWILQDQFLDOSROLFLHV
7KHSURJUDPDOVRVRXJKWWRDGYDQFHHFRQRPLFUHVWUXFWXULQJWKURXJKWKHOLEHUDOL]DWLRQRI
GRPHVWLFDQGLQWHUQDWLRQDOWUDGHDQGSD\PHQWVV\VWHPVDQGWKHLQWURGXFWLRQRINH\VWUXFWXUDO
UHIRUPV,QDGGLWLRQWR,0)VXSSRUWWKHSURJUDPZDVVXSSRUWHGE\RWKHUELODWHUDODQG
PXOWLODWHUDOGRQRUVLQFOXGLQJWKH:RUOG%DQN
$SDUWIURPILQDQFLDODLG0ROGRYDKDVUHFHLYHGVLJQLILFDQWDQGYHU\HIILFLHQWWHFKQLFDO
DVVLVWDQFHIURP,0)FRQWLQXRXVO\SURYLGHGVLQFH&RQVHTXHQWO\1%0EHFDPHDPRGHUQ
FHQWUDOEDQNZLWKTXDOLILHGVWDIIDQGHTXLSSHGDFFRUGLQJWR:HVWHUQVWDQGDUGV&RQVLGHUDEOH
DVVLVWDQFHZDVSURYLGHGLQWKHIROORZLQJILHOGVFRPSLODWLRQRIPRQHWDU\VWDWLVWLFV
UHRUJDQL]DWLRQRISD\PHQWVV\VWHPIRUHLJQH[FKDQJHPDUNHWPHFKDQLVPVEDODQFHRISD\PHQWV
VWDWLVWLFVQHZDFFRXQWLQJV\VWHPDVZHOODVEDQNLQJVXSHUYLVLRQOHJDODQGUHJXODWRU\LVVXHV
0RQHWDU\SROLF\LQVWUXPHQWV:LWKWKHLQWURGXFWLRQRIWKH0ROGRYDQOHXDWLJKW
PRQHWDU\SROLF\ZDVLPSOHPHQWHGZKLFKSURYHGWREHRQHRIWKHPRVWVXFFHVVIXODORQJ
ZLWKWKHRQHRIWKH%DOWLF6WDWHVLQWKH)68%ULHIO\LWFDQEHGHVFULEHGDVIROORZVHDFK
\HDU1%0GUDZVWKHPRQHWDU\FUHGLWSURJUDPEDVHGRQPRQHWDU\DJJUHJDWHVLQFOXGLQJ
WKHIROORZLQJSROLF\JRDOV1HW)RUHLJQ$VVHWVIRUHLJQH[FKDQJHUHVHUYHVDQGOLDELOLWLHV
DQG1HW’RPHVWLF$VVHWVFHLOLQJVRQOHQGLQJWRWKH*RYHUQPHQWWRFRPPHUFLDOEDQNVDQG
EDQNV¶OHQGLQJWRWKHHFRQRP\DVZHOODVWDUJHWVIRUFDVKLQFLUFXODWLRQEDQNV¶UHVHUYHV
DQGGHSRVLWV$PRQJWKHDSSOLHGLQVWUXPHQWVRIPRQHWDU\SROLF\WKHUHDUHUHVHUYH
UHTXLUHPHQWVUHILQDQFLQJDXFWLRQVLQWHUYHQWLRQVLQWKHIRUHLJQH[FKDQJHPDUNHWDQGRSHQ
PDUNHWRSHUDWLRQVZLWKVHFXULWLHV7KHODVWRQHLVPRVWUHFRPPHQGHGEXWLWVWDUWHGWREH
XWLOL]HGRQO\DIWHU$XJXVWZKHQWKHVHFXULWLHVPDUNHWZDVVXIILFLHQWO\GHYHORSHG
6WDUWLQJWKHEXGJHWGHILFLWLVFRYHUHGPDLQO\E\LVVXDQFHRIVWDWHVHFXULWLHV
7UHDVXU\ELOOVDQGERQGVDQGQRWRQO\E\GLUHFWOHQGLQJIURPWKHFHQWUDOEDQN7KXVWKH
QHHGHGEXGJHWIXQGVDUHDWWUDFWHGIURPWKHILQDQFLDOPDUNHWDYRLGLQJDGGLWLRQDOPRQH\
LVVXDQFHE\1%07KHYROXPHRI7%LOOVWREHLVVXHGDQQXDOO\LVIRUHFDVWHGLQWKH%XGJHW
/DZDSSURYHGE\WKH3DUOLDPHQW7KH1%0LVWKHVWDWH¶VILVFDODJHQWZKLFKSXWVVWDWH
VHFXULWLHVLQFLUFXODWLRQWKURXJKRUJDQL]LQJDXFWLRQVDQGQHJRWLDWLQJGLUHFWO\ZLWKFRPPHUFLDO
EDQNVZKLFKDFWDVGHDOHUVLQWKHSULPDU\PDUNHW
)RUHLJQLQYHVWRUVPD\SDUWLFLSDWHDWDXFWLRQVZLWKRXWDQ\UHVWULFWLRQV
2Q0DUFKWKH1%0RUJDQL]HGWKHILUVW7%LOODXFWLRQPRQWKPDWXULW\
ZKHUHEDQNVDFWHGDVEX\HUV6LQFH$XJXVWDXFWLRQVVWDUWHGWREHKHOGRQFHLQWZR
ZHHNVDFFRUGLQJWRWKHSUHSXEOLVKHGVFKHGXOH,QWKHVXSSO\RIVWDWH7%LOOVZDVELJJHU
WKDQWKHGHPDQGPDLQO\GXHWRWKHIROORZLQJUHDVRQV0LQLVWU\RI)LQDQFHZDVWU\LQJWRVHOO
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ELJDPRXQWVRIVHFXULWLHVDQGVHFRQGO\WKHVHVHFXULWLHVZHUHQRWNQRZQLQWKHILQDQFLDO
PDUNHW7KHYROXPHRILVVXHGVWDWHVHFXULWLHVKDGDFRQWLQXRXVDQGIDVWLQFUHDVHXQWLOLQ
WKH*RYHUQPHQWUHDOL]HGWKDWWKLV‡S\UDPLGDO·SUDFWLFHFDQQRWFRQWLQXHDQ\ORQJHUVLQFHWKH
EXGJHWGHILFLWKDVQRWEHHQUHGXFHGDQGPRUHRYHUWKHSURFHHGVIURPQHZO\LVVXHGELOOVDQG
ERQGVGLGQRWHYHQFRYHUWKHDPRXQWVQHHGHGIRUVHFXULWLHVUHGHPSWLRQHYROXWLRQVDUH
GHVFULEHGDELWIXUWKHU’XULQJLQWHUHVWUDWHVRQVWDWHVHFXULWLHVJUDGXDOO\GHFUHDVHG
IROORZLQJWKHUHGXFWLRQRILQIODWLRQEXWWKH\ZHUHRIWHQKLJKHQRXJKDOVRFRPSDULQJZLWK
GHSRVLWUDWHVWRDOORZFRPPHUFLDOEDQNVWRXVHDYDLODEOHIXQGVIRUEX\LQJ7%LOOVDQGJHWWLQJ
HDV\DQGJXDUDQWHHGSURILWVLQVWHDGRIFUHGLWLQJWKHHFRQRP\
7KHPDLQVXFFHVVHVRIWKHPRQHWDU\SROLF\ZHUHVWDELOL]DWLRQRIWKHQDWLRQDOFXUUHQF\
DQGRIWKHLQIODWLRQUDWH
,QIODWLRQ7KHUDWHRILQIODWLRQGHFUHDVHGVKDUSO\LQ,ILQDQQXDOLQIODWLRQ
ZDVPRUHWKDQWKHQDWWKHHQGRILQLWFDPHGRZQWRLQLWZDV
DOUHDG\,0)WDUJHWLQ–WDUJHWLQ–WDUJHW
5HIHUULQJWRWKHDYHUDJHPRQWKO\UDWHRILQIODWLRQLQLWZDVLQ–
LQ–LQ–DQGLQ–
,Q0ROGRYDWKHLQIODWLRQLVFKDUDFWHUL]HGE\WZRPDLQIDFWRUVPRQHWDU\IDFWRUDVLQ
:HVWHUQHFRQRPLHVDQGWKHQRQPRQHWDU\RQH*HQHUDOO\VSHDNLQJLIWKHILQDQFLDOPDUNHWLV
EDODQFHGWKDQDQ\FKDQJHVLQWKHPRQHWDU\VXSSO\ZRXOGDIIHFWWKHLQIODWLRQZLWKRXW
DGHTXDWHHFRQRPLFYDULDQFHV+RZHYHUWKH0ROGRYDQILQDQFLDOPDUNHWKDVQRWEHFRPH\HW
DEDODQFHGRQH7KDWLVZK\KDYLQJDQDGHTXDWHYROXPHRIEURDGPRQH\RUDQDGHTXDWH
PRQHWDU\SROLF\RIWKHFHQWUDOEDQNGRHVQRWLPSOLFLWO\PHDQWKHWRWDOFRQWURORYHUWKH
LQIODWLRQVLQFHWKHLQIODWLRQUDWHFRXOGJRXSLQIOXHQFHGE\LQGLUHFWQRQPRQHWDU\IDFWRUV
VXFKDVDGPLQLVWUDWLYHLQFUHDVHVLQSULFHVDQGWDULIIVKRXVLQJVHUYLFHVWUDQVSRUWHQHUJ\
HWFRUVRPHVHDVRQDOWHQGHQFLHV
&UHGLWDOORFDWLRQ%HIRUHWKHFHQWUDOEDQNZDVSURYLGLQJGLUHFWHGDQGFHQWUDOL]HG
ORDQVLQWKHDPRXQWVUHTXHVWHGE\WKH*RYHUQPHQW6LQFH$XJXVWZKHQWKHILUVW
UHILQDQFLQJDXFWLRQWRRNSODFHWKHPDLQW\SHRIFUHGLWDOORFDWLRQZHUHFUHGLWDXFWLRQVKHOGDW
WKH1%0ZKHUHRQO\EDQNVZKLFKIXOILOOHG1%0¶VUHTXLUHPHQWVFRXOGWDNHSDUWLQ7KH
DSSURYHGSROLF\JXLGHOLQHVIRUVSHFLILHGWKDWRIWKHFHQWUDOEDQN¶VFUHGLWDQGIRU
–PXVWJRWKURXJKFUHGLWDXFWLRQVWKHUHPDLQLQJSDUWZDVGLVWULEXWHGDFFRUGLQJ
WR3DUOLDPHQWGHFLVLRQVDQGWKHVHFRQGLWLRQVZHUHIXOILOOHGWKRXJKIHZEHOLHYHGEDFNLQ
WKDWWKHHFRQRP\FRXOGGRZHOOZLWKRXWSUHIHUHQWLDOORDQV%XWLWLQGHHGPDQDJHGZHOO
0DUNHWPHWKRGRIJUDQWLQJORDQVWREDQNVDWWKHDXFWLRQVSURYHGVXEVWDQWLDOO\PRUHHIILFLHQW
7KHUHILQDQFLQJUDWHZDVHTXDOWRWKHLQWHUHVWUDWHVHWDWWKHDXFWLRQVDFFRUGLQJWRWKHVXSSO\
DQGGHPDQG
,Q1%0¶VSUHIHUHQWLDOFUHGLWVGLUHFWORDQVDWORZLQWHUHVWUDWHJUDQWHGWRVRPH
HFRQRPLFDJHQWVPDLQO\VWDWHHQWHUSULVHVKDYHEHHQSKDVHGRXW+RZHYHUWKH*RYHUQPHQW
LWVHOIFRQWLQXHGWRSURYLGHVWDWHJXDUDQWHHVIRUFRPPHUFLDOEDQNV¶ORDQVWRVRPHHFRQRPLF
DJHQWV2QWKHRWKHUKDQG1%0FRQWLQXHGWRSURYLGHGLUHFWORDQVWRWKH0LQLVWU\RI
)LQDQFHKRZHYHUVWDUWLQJZLWKWKHLVVXDQFHRIVWDWH7%LOOVLQWKHVHFUHGLWVDUH
JUDQWHGE\WKH1%0H[FOXVLYHO\DJDLQVWVWDWH¶V7%LOOV7KH1%0DQG0LQLVWU\RI)LQDQFH
KDYHEHHQZRUNLQJRXWWKHSRVVLELOLW\RIFRQYHUWLQJROGIURP1%0¶VORDQVWR
*RYHUQPHQWLQWRVWDWHVHFXULWLHVEXWQRVHFXULWL]DWLRQRIWKLVGHEWZDVHIIHFWHGVRIDUDQG
LW¶VRQO\EHLQJFRQWLQXRXVO\SURORQJHG
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7KHDQQXDOUHILQDQFLQJUDWHHVWDEOLVKHGDWFUHGLWDXFWLRQVLQFUHDVHGVLJQLILFDQWO\
WKURXJKODWHUHDFKLQJDSHDNRISHUFHQWLQ)HEUXDU\7KHQDVLQIODWLRQ
GHFOLQHGWKHDXFWLRQUDWHGURSSHGWR\HDUO\E\HQGUHGXFLQJIXUWKHUWRE\
HQG7KHGHFUHDVHRILQIODWLRQUDWHKDVKDGDSRVLWLYHHIIHFWRQ1%0UHILQDQFLQJUDWH
ZKLFKEHJLQQLQJZLWK-DQXDU\EHFDPHSRVLWLYHLQUHDOWHUPV’XULQJWKH
UHILQDQFLQJUDWHIOXFWXDWHGLQVLJQLILFDQWO\DURXQGJRLQJGRZQWRE\HQG
5HDOUHILQDQFLQJUDWHURVHVLJQLILFDQWO\LQDQGSHDNHGE\PLGZKLFKEURXJKW
WKHILUVWV\PSWRPVRIVXIIRFDWLQJHFRQRP\DQGXUJHG1%0WRVWDUWDGHFUHDVHLQLQWHUHVW
UDWHV5HDOLQWHUHVWUDWHVLQWKHEDQNLQJV\VWHPDOZD\VUHPDLQHGTXLWHKLJK$PRQJUHDVRQV
IRUWKLVDUHRQWKHRQHKDQGKLJKV\VWHPLFULVNGULYHQE\WKHZHDNQHVVRIFRXUWDQGOHJDO
HQYLURQPHQWIRULQVWDQFHODFNRIOHJDOEDVLVIRUODQGFROODWHUDODQGPRUWJDJHORDQVDQGRQ
WKHRWKHUKDQGODFNRIVHULRXVFRPSHWLWLRQEHWZHHQEDQNVDVZHOODVWKHLUXQGHUFDSLWDOL]DWLRQ
7KHYROXPHRIFUHGLWVDXFWLRQHGZDVGHWHUPLQHGVRDVWRDFKLHYHWDUJHWHGOHYHOVRIWKH
FHQWUDOEDQN¶V1’$WDNLQJLQWRDFFRXQWLQGLFDWLYHWDUJHWVIRUUHVHUYHPRQH\DQGEURDGPRQH\
7KHVHWDUJHWVDUHFRQVLVWHQWZLWKSHUIRUPDQFHFULWHULDXQGHUDUUDQJHPHQWVZLWKWKH,0)
7KHUHILQDQFLQJUDWHVHWDWWKHFUHGLWDXFWLRQVKDVEHHQWKHNH\UHIHUHQFHUDWHRI1%0
6LQFH$XJXVWDQHZLQVWUXPHQWVWDUWHGWREHDSSOLHG–WKH/RPEDUGIDFLOLW\7KH/RPEDUG
UDWHZDVGHWHUPLQHGDWWKHOHYHORILQWHUHVWUDWHRQGD\VWDWHVHFXULWLHVSOXVDFRQVWDQWPDUJLQ
RUKLJKHU,Q6HSWHPEHU1%0DSSURYHGWKHUHJXODWLRQVRQRSHQPDUNHWRSHUDWLRQV–
5HSRDJUHHPHQWVLHVHOOLQJRIVWDWHVHFXULWLHVZLWKWKHLUIXUWKHUUHSXUFKDVHDWDVSHFLILFGDWHDW
DQDJUHHGSULFH&RPPHUFLDOEDQNVDFWDVSULPDU\GHDOHUVLQWKHVHRSHUDWLRQV
0RQHWDU\DJJUHJDWHV5HVHUYHPRQH\DQGWKHPRQH\VXSSO\LQFUHDVHGLQE\
DQGUHVSHFWLYHO\FRPSDUHGZLWKDQGLQ7LJKWILQDQFLDO
FRQGLWLRQVDOVRUHVXOWHGLQDGHFOLQHLQWKHJURZWKRIEDQNGHSRVLWVZKLFKLQFUHDVHGE\
LQFRPSDUHGWRLQ7KHVKDUHRIIRUHLJQFXUUHQF\GHSRVLWVLQWRWDOGHSRVLWV
GHFOLQHGWRDERXWDWWKHHQGRIGRZQIURPSHUFHQWDWWKHHQGRI7KLV
UHIOHFWHGDQLQFUHDVHLQFRQILGHQFHLQWKHOHXVXSSRUWHGE\WKHVWDEOHH[FKDQJHUDWHDQGWKH
UDSLGGHFOLQHLQLQIODWLRQDQGWKHLQFUHDVLQJUHOLDQFHRQIRUHLJQFXUUHQF\GHSRVLWVWRILQDQFH
FXUUHQWWUDQVDFWLRQVUDWKHUWKDQDVDVWRUHRIYDOXH
’XULQJPRQHWDU\VXSSO\0LQFUHDVHGE\EHFDXVHRIWKHLQFUHDVHRI
FDVKLQFLUFXODWLRQ0E\&DVKFRQVWLWXWHGPRUHWKDQRIWKHPRQHWDU\VXSSO\
’HSRVLWVLQIRUHLJQH[FKDQJHZHQWXSE\ZKLOHGHSRVLWVLQOHL–E\7RWDOGHSRVLWV
DPRXQWHGWRPOHLRUPRUHWKDQP
,QPRQHWDU\VXSSO\JUHZE\&DVKLQFLUFXODWLRQDQGVLJKWGHSRVLWV0
FRQVWLWXWHGVKRZLQJDGHFUHDVHRYHUSUHYLRXV\HDU7KHYROXPHRIWLPHGHSRVLWV
DQGIRUHLJQH[FKDQJHGHSRVLWVTXDV\PRQH\JUHZXSUHVSHFWLYHO\UHDFKLQJDVKDUHRI
RI0
’XULQJEURDGPRQH\LQFUHDVHGE\,WKDSSHQHGPDLQO\GXHWRWKHJURZWKRI
FDVKLQFLUFXODWLRQE\ZKLFKLQZDVE\’HSRVLWVFRQVWLWXWHGDOUHDG\
RIWKHEURDGPRQH\DQGWKHELJJHVWVKDUHRIWKHPZDVLQQDWLRQDOFXUUHQF\ZKLFK
DFWXDOO\SURYHGWKHFRQILGHQFHRIKRXVHKROGVDQGHFRQRPLFDJHQWVLQOHXDQGLWVVWDELOLW\
7KH1DWLRQDO%DQNDVWKHFHQWUDOEDQNVHWVFRPPHUFLDOEDQNV¶UHVHUYHUHTXLUHPHQW
DFFRUGLQJWRWKHLPSOHPHQWHGPRQHWDU\SROLF\$PRUHDJJUHVVLYHXWLOL]DWLRQRIWKLV
LQVWUXPHQWWRRNSODFHLQ7LOO)HEUXDU\PDQGDWRU\UHVHUYHVIRUVLJKWGHSRVLWV
ZDVHTXDOWRRIWKHWRWDODWWUDFWHGIXQGVZKLOHIRUWKHWLPHGHSRVLWVWKHUHTXLUHPHQW
ZDVORZHUDQGOHVV7KHQLQRUGHUWROLPLWWKHPRQH\LQFLUFXODWLRQ1%0UDLVHGWKH
1DWLRQDOFXUUHQF\VXFFHVVIXOVWRU\"
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UHVHUYHUHTXLUHPHQWXSWR$QGIURP-XQHVHHLQJWKDWWKHOHYHORILQIODWLRQKDV
GHFUHDVHG1%0ORZHUHGWKHUHVHUYHUHTXLUHPHQWEDFNWR)URP’HFHPEHU
1%0VHWDQXQLTXHUHVHUYHUHTXLUHPHQWIRUDOOGHSRVLWVHTXDOWR)URP2FWREHU
LWZDVVHWDW,Q1%0WUDQVSRVHGWKHUHVHUYHUHTXLUHPHQWWRWKHIRUHLJQ
H[FKDQJHGHSRVLWV7KHVLWXDWLRQFKDQJHGGUDPDWLFDOO\LQWKHODVWTXDUWHURIEXWWKLV
DVSHFWZLOOEHDQDO\]HGLQWKH‡/DWHVWGHYHORSPHQWV·VXEVHFWLRQEHORZ
([FKDQJHUDWH7KHLQLWLDOH[FKDQJHUDWHRIWKHOHXZDVVHWDWOHLSHU86GROODU
)XUWKHURQWKHRIILFLDOUDWHZDVIL[HGDWWKHVHVVLRQVRIWKH0ROGRYDQ,QWHUEDQN&XUUHQF\
([FKDQJH2IILFLDOUDWHDSSOLHVWRIRUHLJQH[FKDQJHWUDQVDFWLRQVFDUULHGRXWE\WKH1%0
LQFOXGLQJH[WHUQDOGHEWVHUYLFHDQGLVXVHGIRUDFFRXQWLQJDQGWD[YDOXDWLRQSXUSRVHV
)URP2FWREHUWKHIL[LQJVHVVLRQVRIWKH&KLœLQX%RXUVHZHUHKHOGRQD
ZHHNO\EDVLVDQGVWDUWLQJ’HFHPEHUWKH\ZHUHKHOGWZLFHDZHHN6LQFH-DQXDU\
–WKULFHDZHHN$OUHDG\LQWKH1%0LQWURGXFHGGDLO\TXRWLQJIURP)HEUXDU\
RIWKH86’58552/DQG’(0
’XHWRWKHIDFWWKDWWKHODJEHWZHHQH[FKDQJHUDWHVLQWKHFDVKDQGQRQFDVKPDUNHWV
ZDVH[SDQGLQJLQ’HFHPEHUWKH1%0PDGHVHYHUDOLQWHUYHQWLRQVDWWKHH[FKDQJH
EXUHDXVEX\LQJ86GROODUVDQGDIWHUDZKLOHVHOOLQJWKHPEDFN7KXVWKHQRPLQDOH[FKDQJH
UDWHZDVDWILUVWHYHQDSSUHFLDWLQJUHDFKLQJOHLSHU86’GXULQJ-DQXDU\
$IWHUZDUGVWKHUDWHVWDUWHGWRVORZO\GHSUHFLDWH5HODWLYHO\KLJKLQWHUYHQWLRQVZHUHPDGHE\
WKH1%0LQPDLQO\LQWKHFDVKPDUNHW%HFDXVHRISDQLFDPRQJSRSXODWLRQDQG
LQFUHDVHGGHPDQGIRUKDUGFXUUHQF\LQVSULQJWKHH[FKDQJHEXUHDXVUDLVHGVKDUSO\WKH
H[FKDQJHUDWHLQ$SULOVRWKDWWKH1%0GHFLGHGWRPDNHDPDVVLYHLQWHUYHQWLRQDQG
VROGDURXQGRQHPLOOLRQ86’LQFDVKTXLWHDORWIRUWKDWWLPH7KHQDIWHUDVKRUW
VWDELOL]DWLRQDQRWKHUKLWIROORZHGDQG1%0VROGLQ0D\DQRWKHUWKRXVDQGGROODUVFDVK
WRWKHH[FKDQJHEXUHDXV,QWHUYHQWLRQVSURYHGWREHTXLWHVXFFHVVIXODQGWKHFHQWUDOEDQN
DIWHUZDUGVERXJKWWKHIRUHLJQH[FKDQJHEDFNDWDFRQYHQLHQWUDWH7KLVZDVDJRRGH[DPSOH
RIKRZWKH1%0VWRRGWKHVSHFXODWLRQVLQWKHIRUHLJQH[FKDQJHPDUNHW
’XULQJWKHFRXSRQGHSUHFLDWHGE\ZKLOHDOUHDG\LQWKH0ROGRYDQOHX
GHSUHFLDWHGDJDLQVWWKH86GROODURQO\E\)XUWKHURQOHXVKRZHGDUHPDUNDEOHVWDELOLW\
DQGWKH\HDUO\QRPLQDOGHSUHFLDWLRQLQGH[ZDVLQLQDQGLQ
7KHVWDEOHH[FKDQJHUDWHZDVXVHGDVDVHFRQGDQFKRUDSDUWIURPWKHWLJKWPRQHWDU\
SROLF\IRUNHHSLQJWKHLQIODWLRQLQSODFH+RZHYHURYHUDPHGLXPDQGORQJWHUPSHULRG
RQO\RQHDQFKRULHPRQHWDU\SROLF\VKRXOGEHVXIILFLHQW
$ORQJZLWKWKHUHGXFWLRQRILQIODWLRQWKH0ROGRYDQOHXVWDUWHGWRDSSUHFLDWHLQUHDO
WHUPVDJDLQVWWKH5XVVLDQUXEOH8NUDLQLDQNDUERYDQHWV86GROODUDQGRWKHUFXUUHQFLHV
7KXVWKHUHDOH[FKDQJHUDWHLQGH[LQGLFDWHGDQDSSUHFLDWLRQRIOHXDJDLQVW86GROODUE\
DERXWLQE\LQLQDQGLQ
$VLWFDQEHVHHQLQUHDOWHUPVWKHUHZDVDVKDUSDSSUHFLDWLRQRIWKHOHXRYHUWKLV
SHULRG0RUHRYHURYHUYDOXDWLRQRIWKHOHXLQWKHSUHVHQFHRIKXJHDQGULVLQJ%DODQFHRI
3D\PHQWVGLVHTXLOLEULXPFXUUHQWDFFRXQWWR*’3UDWLRZDVLQHQFRXUDJHG
RUJDQL]HGVSHFXODWLYHGULYHDJDLQVWWKHOHX7KHQRPLQDOHIIHFWLYHH[FKDQJHUDWHVKRZHGLQ
DQDSSUHFLDWLRQRI0ROGRYDQOHXE\DJDLQVWFXUUHQFLHVRIWKHPDLQWUDGLQJ
SDUWQHUVRI0ROGRYD–5XVVLD8NUDLQH%HODUXV5RPDQLD%XOJDULD*HUPDQ\DQG,WDO\7KH
UHDOHIIHFWLYHUDWHZKLFKDOVRWDNHVLQWRDFFRXQWWKHLQIODWLRQLQ0ROGRYDDQGWKHDERYH
FRXQWULHVLQGLFDWHGDQDSSUHFLDWLRQE\7KLVHYROXWLRQRIWKHQDWLRQDOFXUUHQF\KDV
JHQHUDWHGPDQ\REMHFWLRQVHVSHFLDOO\LQIURPWKHH[SRUWHUV¶VLGHZKLFKFODLPHGWKDW
DQRYHUYDOXHGYDOXHRIOHXPDGH0ROGRYDQH[SRUWHGJRRGVWRRH[SHQVLYHWKXVGHWHULRUDWLQJ
1DWLRQDOFXUUHQF\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WKHLUFRPSHWLWLYHQHVV$WWKHVDPHWLPHLWZDVEHOLHYHGWKDWDGHYDOXDWLRQRIOHXZRXOGFXW
WKHPDVVLYHLPSRUWVHVSHFLDOO\RIFRPPRGLW\JRRGV%XWRQWKHRWKHUKDQG1%0FODLPHG
WKDWWKHGHYDOXDWLRQZRXOGQRWVROYHWKLVSUREOHPVLQFHDOPRVWRQHWKLUGRILPSRUWVZHUH
HQHUJ\UHVRXUFHV%HVLGHVLWZDVVWUHVVHGWKDWDGHSUHFLDWLRQZRXOGFDXVHSUREOHPVWRWKH
*RYHUQPHQWLQWHUPVRIH[WHUQDOGHEWVHUYLFHDQGDOVRZRXOGFDXVHWKHUHGXFWLRQRI
KRXVHKROGV¶UHDOLQFRPHV
$QDO\]LQJWKHSDWKRIWKHH[FKDQJHUDWHGXULQJLWPD\EHVHHQWKDWWKHUH
ZHUHVRPHFRPPRQWHQGHQFLHVJHQHUDWHGE\VHDVRQDOIOXFWXDWLRQVRIWKHVXSSO\DQGGHPDQG
IRUKDUGFXUUHQF\LQWKHIRUH[PDUNHW7KH\DUHH[SODLQHGE\WKHVHDVRQDOFKDUDFWHURI
0ROGRYD¶VHFRQRP\ZKLFKLVVWURQJO\UHO\LQJRQWKHDJULFXOWXUHVHFWRU,QVSULQJ1%0
XVXDOO\VROGKDUGFXUUHQF\GXHWRWKHKLJKGHPDQGIURPHFRQRPLFDJHQWVUHODWHGWRWKH
SURFXUHPHQWRIIXHOHWFQHHGHGIRUWKHVRZLQJSHULRG7KHQODWHULQWKH\HDUZKHQWKH
SURGXFWLRQLVKDUYHVWHGDQGH[SRUWHGWKHUHDUHLQIORZVRIKDUGFXUUHQF\VROGLQWKHPDUNHW
DQGERXJKWE\WKH1%0IRUFRPSOHWLQJLWVUHVHUYHV%HIRUHWKHEHJLQQLQJRIZLQWHU
SUHSDUDWLRQVDUHEHLQJPDGHHQHUJ\LPSRUWVZKLFKFRQWULEXWHDJDLQWRDQLQFUHDVHLQ
GHPDQGIRUIRUHLJQH[FKDQJHHWF
’XULQJ1%0KDVEHHQLQWHUYHQLQJRQWKHIRUHLJQH[FKDQJHPDUNHWIRU
DWWHQXDWLQJVKDUSH[FKDQJHUDWHIOXFWXDWLRQVDFFRUGLQJWRWKHJRDOVRIWKHPRQHWDU\SROLF\
+RZHYHULQVSLWHRIWKHUHODWLYHO\UHGXFHGVFDOHRILWVLQWHUYHQWLRQVZLWKVRPHH[FHSWLRQV
WKH1%0DOZD\VKDGDQRWDEOHSV\FKRORJLFDOLQIOXHQFHRQWKHSDUWLFLSDQWVRIWKHIRUH[
PDUNHW,WLVH[SODLQHGE\WKHIDFWWKDWKDYLQJVLJQLILFDQWIRUHLJQH[FKDQJHUHVHUYHV1%0
FRXOGYLUWXDOO\VDWLVI\DOPRVWDQ\GHPDQGRQWKHVPDOO0ROGRYD¶VFXUUHQF\PDUNHW7KXVWKH
H[FKDQJHUDWHZDVFORVHO\VXSHUYLVHGE\WKHFHQWUDOEDQNZKLOHFRPPHUFLDOEDQNVDQG
HFRQRPLFDJHQWVZHUHPRQLWRULQJ1%0¶VLQWHUYHQWLRQVLQWKHPDUNHWZKLFKFRXOGLPSOLFLWO\
UHVKXIIOHWKHH[FKDQJHUDWHWKXVFDXVLQJWKHPORVVHV
)RUHLJQH[FKDQJHUHJLPH7KH1%0KDVEHHQJUDGXDOO\LPSOHPHQWLQJDSROLF\RI
IRUHLJQH[FKDQJHPDUNHWOLEHUDOL]DWLRQ6LQFHSRVLWLYHFKDQJHVLQFXUUHQF\UHJXODWLRQV
HPHUJHGWLOO0D\PDQGDWRU\VDOHRIKDUGFXUUHQF\FRQVWLWXWHGRIWKHSURFHHGV
IURPSURGXFWLRQDFWLYLW\DQGLQFDVHRILQWHUPHGLDULHV7KHUHDIWHUWKHVXUUHQGHU
UHTXLUHPHQWKDVEHHQJUDGXDOO\XQLILHGDFFRXQWLQJIRUE\HQG0RUHRYHUZKLOH
LQH[SRUWVSURFHHGVKDYHEHHQVROGWRWKH1%0VWDUWLQJ-DQXDU\WKH\DUHVROGWR
FRPPHUFLDOEDQNV&RPSO\LQJZLWKWKHVXUUHQGHUUHTXLUHPHQWWLOOWKHHQGRIHFRQRPLF
HQWLWLHVVROGPZKLFKFRPSOHWHGWKH1%0¶VIRUHLJQH[FKDQJHUHVHUYHVWKDWDWWKHHQG
RIVWRRGDWP2Q-DQXDU\1%0DSSURYHGWKHQHZ5HJXODWLRQRQ
&XUUHQF\&RQWUROZKLFKDXWKRUL]HGEX\LQJRIKDUGFXUUHQF\IRUFXUUHQWDFFRXQWRSHUDWLRQV
)URP1RYHPEHUWKHVXUUHQGHUUHTXLUHPHQWZDVFDQFHOOHGWKXVHFRQRPLFDJHQWV
EHLQJDEOHWRIUHHO\GLVSRVHRIWKHLUH[SRUWHDUQLQJVNHSWZLWKEDQNV7KLVZDVDVWURQJ
HYLGHQFHRIOHX¶VVWDELOLW\
7KHEXLOGLQJXSRIUHVHUYHVHYROYHGIXUWKHU7KXVDWWKHHQGRIJURVVUHVHUYHV
DOUHDG\UHDFKHGPPP$WHQGJURVVUHVHUYHVUHDFKHG
PFRYHULQJPRQWKVRILPSRUWVRIJRRGVDQGVHUYLFHVRXWRIZKLFKP
UHSUHVHQWHGQHWUHVHUYHV,QFUHDVHRIUHVHUYHVZDVPDLQO\GXHWR1%0¶VLQWHUYHQWLRQVLQWKH
IRUHLJQH[FKDQJHPDUNHWZKHUHWKHUHZDVDKLJKHUVXSSO\RIIRUHLJQH[FKDQJHUHVXOWHG
IURPH[SRUWVIRUHLJQLQYHVWPHQWVDQGIRUHLJQORDQVDQGDOVRGXHWRDVXFFHVVIXO
PDQDJHPHQWRIWKHUHVHUYHSRUWIROLRGRQHE\FHQWUDOEDQN¶VGHDOHUVSODFHPHQWVRQGHSRVLWV
ZLWKIRUHLJQEDQNV5HSRVLQYHVWPHQWVLQ867UHDVXU\VHFXULWLHVDQGRWKHUV
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VXFFHVVIXOVWRU\"
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5XOHVRIH[SRUWLPSRUWRIKDUGFXUUHQF\LQ0ROGRYDKDYHEHHQVLPSOLILHGZKLOHTXLWH
OLEHUDOUHJXODWLRQVKDYHEHHQVHWUHJDUGLQJNHHSLQJKDUGFXUUHQF\RQGHSRVLWVZLWK0ROGRYDQ
EDQNV7KHVHDFWLRQVOHGWRDJURZLQJFRQILGHQFHLQOHXIURPSRSXODWLRQDQGHFRQRPLF
HQWLWLHV&RQVHTXHQWO\WKHH[FKDQJHUDWHRIOHXKDVVWDELOL]HGWKHYROXPHRIOHLGHSRVLWVZLWK
EDQNVLQFUHDVHGZKLOHWKH‡VWUHHW·DFWLYLWLHVDQGEODFNFXUUHQF\PDUNHWSKHQRPHQDKDYH
SUDFWLFDOO\ZLSHGRXW
7KHDERYHPHQWLRQHGPHDVXUHVDQGUHVXOWVREWDLQHGVHUYHGDVDJRRGUHDVRQIRUWKH
1%0WRDFFHSWRQ-XQHWKH$UWLFOH9,,,VHFWLRQVRIWKH,0)$UWLFOHVRI
$JUHHPHQW7KLVUHSUHVHQWHGGHMXUHWKHFRQYHUWLELOLW\RI0ROGRYDQOHXIRUFXUUHQW
DFFRXQWRSHUDWLRQVDQGIRUVRPHFDSLWDODFFRXQWRSHUDWLRQV$VDUHVXOWDQ\UHVLGHQWRU
QRQUHVLGHQWLQGLYLGXDORUOHJDOHQWLW\KDYHEHHQDOORZHGWRH[FKDQJHZLWKQROLPLWVOHLLQWR
KDUGFXUUHQFLHVDQGVRPHQRQFRQYHUWLEOHFXUUHQFLHVIRULQVWDQFHRI)68FRXQWULHVDQG
YLFHYHUVD)RUHLJQLQYHVWRUVZHUHJUDQWHGWKHULJKWWRIUHHO\UHSDWULDWHFDSLWDOWRWKHLU
FRXQWU\RIRULJLQ$Q\HFRQRPLFDJHQWRI0ROGRYDFDQEX\KDUGFXUUHQF\DPRXQWVIRU
LPSRUWRSHUDWLRQVZLWKRXWOLPLWDWLRQVWKURXJK0ROGRYDQFRPPHUFLDOEDQNV(FRQRPLF
HQWLWLHVKDYHEHHQDOORZHGLQFDVHVZKHQWKH\UHFHLYHGORDQVIURPDEURDGUHJLVWHUHGDW
WKH1%0WREX\KDUGFXUUHQF\LQWKHORFDOPDUNHWIRUVHUYLFLQJWKHVHORDQV5HVLGHQWV
ZRUNLQJDEURDGFDQIUHHO\WUDQVIHUWKHLUHDUQLQJVWRUHODWLYHVLQ0ROGRYD+RZHYHU
LQGLYLGXDOVUHVLGHQWVRI0ROGRYDDUHQRWDOORZHGWRWUDQVIHUDEURDGWKHPRQH\IURPWKHLU
KDUGFXUUHQF\DFFRXQWVZLWKORFDOEDQNVZLWKDIHZH[FHSWLRQVVXFKDVIRUPHGLFDOFDUH
VWXGLHVDQGRWKHU
7KHVWDELOLW\RIWKHH[FKDQJHUDWHVRIFRPPHUFLDOEDQNVZDVSURYLQJWKDWWKHGRPHVWLF
IRUHLJQH[FKDQJHPDUNHWZDVVWDELOL]HGGXHWRWKHIDFWWKDWFRPPHUFLDOEDQNVVWDUWHGWR
ZRUNLQGHSHQGHQWO\LQFDVKVXSSO\LQJ0RUHRYHULWVKRXOGEHQRWHGWKDWVLQFHWKH
H[FKDQJHUDWHVVHWE\FRPPHUFLDOEDQNVIRUWUDQVIHUVDQGWKHUDWHVVHWE\WKHH[FKDQJH
EXUHDXVIRUFDVKWUDQVDFWLRQVGLGQRWGLIIHUPXFKIURPWKHRIILFLDOUDWH7KLVPHDQWWKDWWKH
IRUHLJQH[FKDQJHPDUNHWLQ0ROGRYDZDVIDLUO\GHYHORSHGKDUGFXUUHQF\ZDVZLGHO\
DFFHVVLEOHDQGWKHVLWXDWLRQKDGDVXVWDLQDEOHVWDELOLW\
*HQHUDOO\VSHDNLQJWRWKHHVWDEOLVKPHQWDQGVWDELOL]DWLRQRI0ROGRYDQIRUHLJQ
H[FKDQJHPDUNHWFRQWULEXWHGLQVWLWXWLQJRIWKH,QWHUEDQN&XUUHQF\([FKDQJHFUHDWLRQRIWKH
VHFXULWLHVPDUNHW1%0¶V&OHDULQJ&HQWHUDVZHOODVWKHDFWLYLW\RIDODUJHQXPEHURI
IRUHLJQH[FKDQJHEXUHDXVZKLFKWRJHWKHUZLWKFRPPHUFLDOEDQNVDUHSURYLGLQJFXUUHQF\
H[FKDQJHVHUYLFHVLQ0ROGRYD
$SDUWLFXODULPSRUWDQFHIRU0ROGRYDKDGWKHORQJWHUPILQDQFLDODVVLVWDQFHUHFHLYHG
IURPWKH,0)DQG:RUOG%DQNGXULQJ,QWRWDO,0)PDGHDYDLODEOHP
WKURXJK&&))67)6WDQGE\DQG())IDFLOLWLHVIRUEDODQFHRISD\PHQWVVXSSRUWQDWLRQDO
FXUUHQF\VXSSRUWDQGVWUXFWXUDODGMXVWPHQW7KH:RUOG%DQNSURYLGHGPIRUILQDQFLQJ
FULWLFDOLPSRUWVH[SRUWSURPRWLRQILQDQFLQJEXGJHWGHILFLWSULYDWHVHFWRUGHYHORSPHQWDQG
DOVRVWUXFWXUDODGMXVWPHQW0ROGRYDDOVRUHFHLYHGFRQVLGHUDEOHORDQVIURPGRQRUFRXQWULHV
(XURSHDQ&RPPXQLW\DQGSULYDWHEDQNV
+RZHYHULQPLG,0)VWRSSHGWKHGLVEXUVHPHQWVXQGHUWKH([WHQGHG)XQG
)DFLOLW\2QHRIWKHPDLQUHDVRQVZDVWKHVORZSURJUHVVLQFXUELQJWKHILVFDOGHILFLWLQ
2WKHULPSRUWDQWIDFWRUVZHUHRYHUOLPLWGHILFLWILQDQFLQJIURPWKHFHQWUDOEDQNDVZHOODV
LQWHUQDOSD\PHQWVDQGH[WHUQDOGHEWDUUHDUV0LVVHG,0)WDUJHWVKDGDNQRFNRXWHIIHFWWR
:RUOG%DQNIXQGLQJDQGGLVEXUVHPHQWVIURP6$/DOVRFHDVHG,QVWHDGRIUHGXFLQJWKH
GHILFLWWKHDXWKRULWLHVLQDEVHQFHRIPXOWLODWHUDOIXQGLQJDQGUHOXFWDQFHRI1%0WRH[WHQG
XQOLPLWHGFUHGLWWRWKH*RYHUQPHQWKDYHLQFUHDVLQJO\UHVRUWHGWRSULYDWHERUURZLQJ–ODXQFK
RI0ROGRYDQ(XURERQGVDQGHQFRXUDJLQJIRUHLJQLQYHVWRUVWREX\GRPHVWLF7%LOOV7KLV
1DWLRQDOFXUUHQF\VXFFHVVIXOVWRU\"
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XOWLPDWHO\OHGWRWKHH[SDQVLRQRIFULVLVLQWKHILQDQFLDOVSKHUHEHFDXVHWKHEXGJHWGHILFLWVWLOO
KDVQRWEHHQUHGXFHGZKLFKZDVVWURQJO\FDWDO\]HGE\WKH5XVVLDQFULVLVODWHULQ$XJXVW

/DWHVWHYROXWLRQVLQ7KHVLWXDWLRQRQWKH0ROGRYDQILQDQFLDOPDUNHWGXULQJ
UHPDLQHGUHODWLYHO\VWDEOHH[FHSWIRUWKHSHULRGLQIOXHQFHGE\5XVVLDQILQDQFLDOFULVLVZKLFK
VWDUWHGDWPLG$XJXVW7KH5XVVLDQFULVLVDORQJZLWKVHULRXVXQGHUPLQLQJRI0ROGRYDQ
H[SRUWVKDGDOVRDPDMRUQHJDWLYHLPSDFWRQORFDOILQDQFLDOPDUNHW7KHPDMRULW\RIIRUHLJQ
SRUWIROLRLQYHVWRUVZLWKGUHZWKHLUFDSLWDOVLQYHVWHGLQ6WDWH7UHDVXU\%LOOVWRWDOIRUHLJQ
LQYHVWPHQWVLQVWDWHVHFXULWLHVKDGUHDFKHGDURXQGPLHRQHWKLUGRIWKHWRWDO$WWKH
VDPHWLPHVWDUWLQJHQG$XJXVWSHRSOHEHJDQFRQYHUWLQJWKHLUOHLGHSRVLWVZLWKFRPPHUFLDO
EDQNVLQWRKDUGFXUUHQF\RQHVVRPHHQWLUHO\ZLWKGUDZLQJWKHLUIXQGVIURPWKHEDQNLQJ
V\VWHP
7KHVHDFWLRQVZHUHSDUWLFXODUO\GULYHQE\WKHHYHQWVKDSSHQHGRQ‡EODFN)ULGD\·–
6HSWHPEHU–ZKHQPDQ\H[FKDQJHEXUHDXVLQ&KLœLQXVXSSRUWHGE\RQH
FRPPHUFLDOEDQNWULHGLUUHVSRQVLEOHVSHFXODWLYHDFWLRQVDJDLQVWWKHOHXXQGHUFRQGLWLRQVRI
WHPSRUDU\VKRUWDJHRIFDVKKDUGFXUUHQF\LQWKHPDUNHWUDLVLQJWKH86GROODUVHOOLQJUDWHWR
OHLSHU860RUHRYHUWKH\YLRODWHGVHYHUDOUHJXODWLRQVFKDQJLQJWKHUDWHVVHYHUDO
WLPHVDGD\DQGIL[LQJPXFKKLJKHUVSUHDGVFRPSDULQJWRWKHDOORZHGRQHV(QHUJHWLF
VWHSVWDNHQE\WKH1%0ZKLFKKHOSHGFRPPHUFLDOEDQNVVHOOLQJWKHPVHYHUDOPLOOLRQVRI86
GROODUVLQFDVKRQ6DWXUGD\SOXVLQVSHFWLRQVDQGPDVVLYHZLWKGUDZDORIOLFHQVHVRIH[FKDQJH
EXUHDXVDORQJZLWKWLJKWHQLQJRIEX\LQJVHOOLQJVSUHDGKHOSHGWRFDOPWKHVLWXDWLRQDQG
VWDUWLQJ0RQGD\6HSWHPEHUWKHGROODUVHOOLQJUDWHVKDYHIDOOHQEDFNWROHL
$WWKDWWLPH1%0GHFLGHGWROLPLWKDUGFXUUHQF\LQWHUYHQWLRQVNHHSLQJWKHPDW
ORZHVWSRVVLEOHOHYHOREYLRXVO\GULYHQE\WKHGHFLVLRQWRSURWHFWLWVGLPLQLVKLQJ);
UHVHUYHV7KLVLQLWVWXUQNHSWWKHGHPDQGIRUGROODUVLQWKHPDUNHW7KH1%0KDVEHHQ
VHOOLQJKDUGFXUUHQF\GXULQJDOOWKHVHVVLRQVRIWKH,QWHUEDQN&XUUHQF\([FKDQJHLQ
6HSWHPEHU2FWREHUDQGWKHRIILFLDOH[FKDQJHUDWHZDVILUPO\GHSUHFLDWLQJ
$W2FWREHUWKHRIILFLDOH[FKDQJHUDWHUHDFKHGIRUWKHILUVWWLPHOHLSHU86’
$W2FWREHUWKHRIILFLDOH[FKDQJHUDWHUHDFKHGWKHOHYHORIOHLSHU86’
$W1RYHPEHUWKHRIILFLDOH[FKDQJHUDWHUHDFKHGWKHOHYHORIOHLSHU86’DQG
WKHQOHXFRQWLQXHGWRGHSUHFLDWHDSSURDFKLQJOHL86’E\HQG1RYHPEHU
7KH1DWLRQDO%DQNKDGDQRSSRUWXQLW\WRFRQVLGHUWKH,0)ZDUQLQJH[SUHVVHGRQ
2FWREHUDQGVWRSVHOOLQJKDUGFXUUHQF\LQWKHLQWHUEDQNPDUNHW%XW1%0¶V
PDQDJHPHQWGHFLGHGWRPDNHDQRWKHUDWWHPSWWRVWDELOL]HWKHOHXXVLQJRQHRIWKHSLYRWVRI
PRQHWDU\SROLF\–PDQGDWRU\UHVHUYHVRIFRPPHUFLDOEDQNVDWWKHFHQWUDOEDQN7KXVRQ
2FWREHU1%0¶V$GPLQLVWUDWLYH&RXQFLODGRSWHGDGHFLVLRQWRUDLVHWKHUHVHUYH
UHTXLUHPHQWIURPWRVWDUWLQJ2FWREHUZKLFKJHQHUDWHGDORWRIDUJXPHQWVDQGD
SDUWRIWKHPTXLWHVHQVLEOHDJDLQVWLWFRPLQJIURPFRPPHUFLDOEDQNV
2EYLRXVO\1%0FRXQWHGRQWKHIDFWWKDWODFNLQJFDVKOHLWKHEDQNVZRXOGVWDUWVHOOLQJ
KDUGFXUUHQF\DWWKH,QWHUEDQN%RXUVHLQRUGHUWRJHWFDVKOHL7KH1%0¶VJRDOZDVWRGLPLQLVK
EDQNV¶JURZLQJGHPDQGIRUKDUGFXUUHQF\E\GLPLQLVKLQJWKHLUOLTXLGLW\LQQDWLRQDOFXUUHQF\
DQGWKXVVWDELOL]LQJ0ROGRYDQOHXDQGVWRSSLQJWKHGHFUHDVHRIRIILFLDOIRUHLJQH[FKDQJH
UHVHUYHV%XWLWGLGQRWKDSSHQWKDWZD\$QXPEHURIEDQNVLQGHHGVWDUWHGWRDFFXPXODWHWKH
UHTXLUHGUHVHUYHVDWWKH1%0EXWWLOOWKHHQGRI2FWREHUQREDQNPDQDJHGWRDFFRPSOLVKWKLV
WDVNWKHGHDGOLQHEHLQJVHWIRU1RYHPEHU
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6WDUWLQJ1RYHPEHUWKH1%0GHFLGHGWRWHPSRUDU\ZLWKGUDZIURPVHOOLQJKDUG
FXUUHQF\DWWKH,QWHUEDQN&XUUHQF\([FKDQJHDOVRUHGXFLQJWKHUHVHUYHUHTXLUHPHQWWR
WKRXJKSURYLGHGWKDWRIEDQNV¶WRWDODVVHWVPXVWEHLQWKHIRUPRIVWDWHVHFXULWLHV
,WZDVDORQJZD\WRWKLVZLVHGHFLVLRQZKLFKVKRXOGKDYHEHHQGRQHDOUHDG\
VRPHZKHUHLQWKHILUVWTXDUWHURI1RZWKHRIILFLDOH[FKDQJHUDWHLVEHLQJVHWDVD
ZHLJKWHGDYHUDJHRIUDWHVRIWKHEDQNV¶IRUHLJQH[FKDQJHWUDQVDFWLRQV7KXVEDQNVDUHSXWLQ
WKHSRVLWLRQWRILQGDOOE\WKHPVHOYHVWKHHTXLOLEULXPSRLQWRIWKHVXSSO\DQGGHPDQGIRUKDUG
FXUUHQF\LQWKHPDUNHW$QGLWVHHPVWKDWWKH\PDQDJHWRGRWKHMRE%DQNVHYHQDJUHHG
EHWZHHQWKHPVHOYHVWRFDQFHOWKHUHVXOWVRI%RXUVHWUDQVDFWLRQVLIWKHH[FKDQJHUDWHRIOHX
IDOOVEH\RQG
2IFRXUVHFHQWUDOEDQN¶VGHFLVLRQWRVWRSWKHLQWHUYHQWLRQVJHQHUDWHGDFRQVLGHUDEOH
LQLWLDOLQFUHDVHLQWKHSULFHRIGROODUEHFDXVHRIWKHVKRUWDJHRIGROODUVZKLFKDUHQRWFRPLQJ
IURPWKH1%0UHVHUYHVDQ\PRUH$QGWKHRQHWUDQVDFWLRQWKDWWRRNSODFHRQ1RYHPEHU
ZDVDSURRIWRWKLVWKRXJKDSDOHRQHVLQFHWKHYROXPHRIWUDQVDFWLRQZDVYHU\LQVLJQLILFDQW
DQGWKHVXUSULVLQJO\KLJKSULFHRIOHLSHU86’SXWWKH1%0HQJXDUGH&RQVHTXHQWO\
WKHUHVXOWVRIWKH%RXUVHWUDGLQJZKHUHFDQFHOHGDQGWKHRIILFLDOUDWHUHPDLQHGDWWKH
SUHYLRXVOHYHORIOHL86’+RZHYHULWZDVFOHDUWKDWWKHUDWHPD\ZHOOEHDWDURXQG
OHLSHU86’DWWKHLQLWLDOVWDJHDQGODWHUPXFKZLOOGHSHQGRQWKHLQIORZVRIKDUGFXUUHQF\
LQWRWKHFRXQWU\HLWKHULQWKHIRUPRIIRUHLJQLQYHVWPHQWRUUHSDWULDWLRQRIFXUUHQF\DVD
UHVXOWRIH[SRUWRSHUDWLRQV
7KLVKLJKHUQRPLQDOGHSUHFLDWLRQRI0ROGRYDQOHXDORQJZLWKYHU\ORZOHYHORI
LQIODWLRQUDWHOHGWRDGHSUHFLDWLRQLQUHDOWHUPVZKLFKKDSSHQHGIRUWKHILUVWWLPHVLQFHWKH
LQWURGXFWLRQRIWKHQDWLRQDOFXUUHQF\7KHUHDOH[FKDQJHUDWHLQGH[LQGLFDWHGLQ2FWREHU
DUHDOGHSUHFLDWLRQRI0ROGRYDQOHXDJDLQVW86GROODUE\DERXWFRPSDULQJWRWKH
OHYHORI’HFHPEHUFDOFXODWHGRQPRQWKO\EDVLV7KLVLVEHOLHYHGWREHDJRRG
HYROXWLRQRIWKHH[FKDQJHUDWHZKLFKH[SRUWHUVQRZVKRXOGQRWEHFRPSO\LQJDERXW:LOO
WKH\EHDEOHWRWDNHDGYDQWDJHRIWKLVUHPDLQVWREHVHHQ
7KHLQIOXHQFHRISUHVHQWOHXGHSUHFLDWLRQRQWKHSULFHVUHPDLQVWREHFDOFXODWHGEXWLW
LVFOHDUWKDWWKHPDMRULPSDFWLWZLOOKDYHRQLPSRUWHGJRRGVZKLOHWKHSULFHVRIGRPHVWLF
SURGXFWVPRVWOLNHO\ZLOOQRWUDLVHPRUHWKDQGHSHQGLQJRQWKHLPSRUWFRPSRQHQWLQ
WKHLUSURGXFWLRQ%HVLGHVVLQFHWKHPDMRULW\RIKRXVHKROGVKDYHLQFRPHVLQOHLZKLFKZLOO
QRWFKDQJHPXFKLWLVEHOLHYHGWKDWWKLVZLOONHHSWKHGRPHVWLFLQIODWLRQLQFKHFN
$QLQWHUHVWLQJDVSHFWUHODWHVWRWKHGRPHVWLFLQWHUHVWUDWHV,QRUGHUWRPDLQWDLQWKH
SUHVHQWGHSRVLWVDQGHYHQWRDWWUDFWRWKHUVWKHEDQNVZLOOKDYHQRZWRLQFUHDVHVXEVWDQWLDOO\
WKHLQWHUHVWUDWHVRQOHLGHSRVLWVZKLFKVKRXOGEHFRUUHODWHGZLWKWKHGHSUHFLDWLRQRIOHX
1HYHUWKHOHVVWKHGROODUL]DWLRQRIWKHEDQNV¶IXQGVZLOOFRQWLQXHDWOHDVWWLOODPHUH
VWDELOL]DWLRQRIWKHH[FKDQJHUDWH
$QDODUPLQJWUHQGUHSUHVHQWPDVVLYHVDOHVRIKDUGFXUUHQF\RIWKH1%0DWWKH
0ROGRYDQ,QWHUEDQN)RUHLJQ&XUUHQF\([FKDQJHLQ,QSUHYLRXV\HDUV1%0¶V
WUDQVDFWLRQVDWWKH%RXUVHKDGDVHDVRQDOLW\HYROXWLRQZKLOHGXULQJWKHSHULRG-DQXDU\
2FWREHU1%0MXVWVROGFRQVLGHUDEOHDPRXQWVRIKDUGFXUUHQF\–DOPRVWP
6WXEERUQGHFLVLRQRIWKH%DQN¶VPDQDJHPHQWWRGHIHQGWKHOHXDWDOOFRVWVZKLFK
DFWXDOO\KDYHEHHQTXLWHKLJKUHVXOWHGLQWKHHQGLQGUDLQLQJRIDOORZQIRUHLJQ
H[FKDQJHUHVHUYHVRIWKH1%0WKXVDWWKHHQGRI2FWREHULWVQHWUHVHUYHVWXUQHGLQWRD
QHJDWLYHYDOXHZKLOHWKHJURVVUHVHUYHVGURSSHGWROHVVWKDQPIURPPDWWKH
EHJLQQLQJRIWKH\HDU
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$QRWKHUFULWLFDODVSHFWZLWKLQWKHFRQWH[WRIWKHRIILFLDOIRUHLJQH[FKDQJHUHVHUYHV
UHGXFWLRQLVOLQNHGZLWKWKHQHHGWRVHUYLFHH[WHUQDOGHEWZKLFKLPSOLHVWUDQVIHURIELJ
DPRXQWVLQKDUGFXUUHQF\IRUWKHUHSD\PHQWRISULQFLSDODQGLQWHUHVW,Q0ROGRYDKDV
WRUHSD\PRUHWKDQPIRUIRUHLJQGHEWVHUYLFLQJLQFOXGLQJDOPRVWPSDLGE\WKH
1%0WR,0)$QGDOOWKLVLVKDSSHQLQJXQGHUDQDJJUDYDWLQJIDFWRUVXFKDVWKHFRQVLGHUDEOH
FXUUHQWDFFRXQWGHILFLWRIWKHEDODQFHRISD\PHQWV
6LQFHWKHFRXQWU\GLGQRWUHFHLYHDQ\ORDQVIURP,0)DQG:RUOG%DQNIRUDOPRVWDQ
\HDUWKH1%0KDGWRILQDQFHRXWRILWVUHVHUYHVWKHUHSD\PHQWRISULQFLSDODQGLQWHUHVWIRU
WKHORDQVUHFHLYHGIURPLQWHUQDWLRQDOILQDQFHLQVWLWXWLRQVIRUHLJQEDQNVDQGRWKHUV
0RUHRYHUWKHUHDUHPZDLWLQJWREHIXOO\UHGHHPHGLQ–WKHILUVW0ROGRYD¶VSULYDWH
SODFHPHQWWKURXJK0HUULOO/\QFKLHWKH(XURERQGZKLFKZDVLVVXHGLQIRUWZR\HDUV
ZLWKDSRVVLELOLW\WREHSURORQJHGWLOO2IFRXUVHDIWHUWKH5XVVLDQ‡OHVVRQ·QRRQHLV
ZLOOLQJWRSURORQJWKHVHVHFXULWLHVDQ\PRUH7KXV0ROGRYDPXVWKDYHWRXJKQHJRWLDWLRQV
UHJDUGLQJDSRVVLEOHUHVWUXFWXULQJRIWKH(XURERQGGHEW
7KHODVW,0)PLVVLRQWKDWYLVLWHG0ROGRYDLQ1RYHPEHUUHDFKHGDSURYLVLRQDO
DJUHHPHQWZLWKWKH*RYHUQPHQWDQG1%0RQDQHZSURJUDPRIHFRQRPLFSROLFLHVZKLFKLI
DSSURYHGE\WKH,0)([HFXWLYH%RDUGDQGVXFFHVVIXOO\LPSOHPHQWHGE\0ROGRYDZLOOOHDG
WRWKHGLVEXUVHPHQWRIWKHQH[WPWUDQFKHRIWKH())WKXVUHRSHQLQJILQDQFLQJIURPWKH
:RUOG%DQNDQGRWKHUGRQRUVDQGFUHGLWRUVLQFOXGLQJGHEWUHVFKHGXOLQJ
,QLQIODWLRQUDWHVKRZHGDVLJQLILFDQWVKULQNFRPSDULQJWRSUHYLRXV\HDUV,Q
0DUFK-XQH-XO\$XJXVWGHIODWLRQZDVREVHUYHGWKXVEULQJLQJWKHFXPXODWLYHOHYHORI
LQIODWLRQIRUWKHSHULRG-DQXDU\2FWREHUWRRQO\+RZHYHUWDNLQJLQWR
DFFRXQWWKHUHFHQWSULFHLQFUHDVHVLWEHFRPHVFOHDUWKDWWKHSURMHFWHGILJXUHRIDQQXDO
LQIODWLRQRI1%0WDUJHWZLOOQRWEHDFKLHYHGDQGLQIODWLRQUDWHZRXOGSUREDEO\
EHVRPHZKHUHDW
5HIHUULQJWRWKHGHIODWLRQSKHQRPHQRQREVHUYHGLQVXPPHULWVKRXOGEHPHQWLRQHG
WKDWLWKDVPDLQO\DSXUHPRQHWDU\QDWXUHWKHFDVKLQFLUFXODWLRQKDVVKUXQNFRQVLGHUDEO\GXULQJ
–E\DERXWó7KLVKDSSHQHGGXHWRPDVVLYHZLWKGUDZDORIOHLIURPWKHFLUFXODWLRQUHVXOWHG
IURPVDOHVRIKDUGFXUUHQF\GRQHE\WKH1%0DWWKH%RXUVHRXWRILWVIRUHLJQH[FKDQJHUHVHUYHV
7KHHYROXWLRQRIEURDGPRQH\GLGQRWIROORZH[DFWO\WKHVDPHSDWKDVFDVKLQ
FLUFXODWLRQGLGGXHWRWKHIOXFWXDWLRQVLQWKHGHSRVLWVEDVHERWKLQORFDOFXUUHQF\DQGLQ86
GROODUV7KHFRQILGHQFHRIHFRQRPLFDJHQWVDQGWKHSRSXODWLRQLQEDQNVUHPDLQHGKLJK
GXULQJILUVWKDOIRIWKH\HDUWKRXJKLWZDVTXLWHDIIHFWHGE\5XVVLDQFULVLVLQDXWXPQ:KLOH
GXULQJWKHILUVWKDOIRIWKH\HDUSHRSOHSUHIHUUHGKLJK\LHOGVHQVXUHGE\OHLGHSRVLWVZLWKWKH
EDQNVLQDXWXPQWKH\VWDUWHGODUJHO\FRQYHUWLQJWKHPLQKDUGFXUUHQF\GHSRVLWV
$VRIHQG6HSWHPEHUEURDGPRQH\KDVGLPLQLVKHGE\LHE\POHL
FRPSDULQJWRWKHHQGDQGUHDFKHGPOHL7KLVGHFUHDVHLVODUJHO\GXHLQ
6HSWHPEHUZKHQLWGLPLQLVKHGE\POHL7KHUHGXFWLRQRIWKHEURDGPRQH\ZDV
FRQGLWLRQHGE\WKHGHFUHDVHRIEDVHPRQH\–FDVKLQFLUFXODWLRQUHGXFHGE\DQGEDQNV¶
UHVHUYHVE\’HSRVLWVLQOHLIHOOE\DWHQG6HSWHPEHUFRPSDULQJWRHQG
ZKLOHIRUHLJQH[FKDQJHGHSRVLWVJUHZ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0ROGRYDQ0LWURSRO\2O\PSLF&OXEDQGRWKHUVDWUDIILFFRUULGRUIRUPHUFKDQGLVHZDVFUHDWHGRI
ZKLFKRWKHUSDUWQHUVLGHVEHQHILWHGIURPWKXVDYRLGLQJILVFDOOHJLVODWLRQRI0ROGRYDDQG
FRQWULEXWLQJWRDQXQIDLUFRPSHWLWLRQRQWKH0ROGRYDQPDUNHW
$FFHSWDQFHRIEDUWHUWUDQVDFWLRQVDIWHUWKHGLVUXSWLRQRIHFRQRPLFUHODWLRQVZLWKH[6RYLHW
FRXQWULHVGXULQJDQGWKHUHIXUWKHUGHYHORSPHQWRQWKHGRPHVWLFPDUNHWLQWKHQH[W
\HDUVKDVOHGWRDGLPLQXWLRQRIWKHUROHRIILQDQFLDOV\VWHP$QHFRQRP\ZKLFKFODLPVWREHEDVHG
XSRQPDUNHWUHODWLRQVPXVWEHEDVHGXSRQ*RRGV0RQH\*RRGVUHODWLRQV$WWKHLQLWLDOVWDJHLQ
0ROGRYDWKHHOHPHQWRIPRQH\LVQHJOHFWHGDIWHUZDUGVEHLQJSDUWLDOO\VXEVWLWXWHGE\TXDVL
PRQH\$VLJQLILFDQWSDUWRILQWHUSD\PHQWVZDVHIIHFWHGWKURXJKPXWXDOFOHDULQJZKLFKOHGWR
ILQDQFLDOIUDXGV8QWLOSUHVHQWWKHUHKDYHQ¶WEHHQIRXQGRWKHUDOWHUQDWLYHLQVWUXPHQWVRIFOHDULQJ
WKHILQDQFLDOEORFNDJHV
$QRWKHUFDXVHFRXOGUHSUHVHQWWKHKXJHFRPSRQHQWRIXQGHUJURXQGHFRQRP\DQGRIJURXS
LQWHUHVWV7KHVHSKHQRPHQDZKLFKKDYHEHHQIUHTXHQWO\GHWHUPLQLQJWKHDGRSWHGGHFLVLRQVRQ
VWDWHOHYHOGHOD\HGLPSOHPHQWDWLRQRILQLWLDOLGHDVDQGDOVRFUHDWHGDQHJDWLYHLPDJHWRZDUGVWKH
ILVFDOUHIRUPLQWKH5HSXEOLFRI0ROGRYDWKDWLQLWVWXUQKDOWVWKHLQYHVWPHQWDFWLYLWLHV
%HFDXVHRIODFNRIDPHGLXPWHUPHFRQRPLFSROLF\WKHILVFDODQGEXGJHWSROLF\FRXOGQRW
KDYHEHHQGUDZQXSDFFRUGLQJWRWKHGHPDQGVRIWUDQVLWLRQDOHFRQRP\*RYHUQPHQW¶SURJUDPV
6DQJKHOLµµDQGµ¶&LXEXFGLGQRWGUDZDPHGLXPWHUPHFRQRPLFSROLF\EXWRQO\D
SDFNDJHRIRSHUDWLYHPHDVXUHVRUVRPHPHFKDQLVPVZKLFKFRXOGQRWKDYHUHVXOWHGLQD
HFRQRPLFVWDELOLW\RUJURZWK0RUHRYHUWKH\KDGDFOHDUGHFODUDWLYHFRQWHQWVLQFHWKHVHGHFLVLRQ
ZKLFKZHUHDGRSWHGDIWHUWKHDSSURYDORIJRYHUQPHQWSURJUDPVRIWHQZHUHLQFRQWUDGLFWLRQZLWK
WKHSURJUDPVWKHPVHOYHV
8QIRUWXQDWHO\IRUWKHILVFDODQGEXGJHWSROLF\WKHUHZHUHVXVSHQGHGWKHUHIRUPVLQWKH
IROORZLQJVHFWRUVHQHUJ\DJULFXOWXUHHGXFDWLRQKHDOWKFDUHVRFLDODVVLVWDQFHZKLFKQHHGHGDQ
LPSRUWDQWSDUWRISXEOLFILQDQFLDOUHVRXUFHV’XHWRWKHVFDUFLW\RIIXQGVWKHVHVHFWRUVEHFDPHD
ELJEXUGHQIRUWKHEXGJHWDOVRFUHDWLQJILQDQFLDOEORFNDJHVDQGULVLQJGHEWVRQWKHH[SHQGLWXUH
VLGH’HOD\VLQSHQVLRQV\VWHPUHIRUPQRQWUDQVSDUHQWH[HFXWLRQRIWKHVRFLDOLQVXUDQFHEXGJHW
KDYHJHQHUDWHGDFKDRVDQGKDYHDOVREHHQDEXUGHQIRUVWDWHEXGJHW
$OODERYHPHQWLRQHGDUHWKHPRWLYHVZKLFKWUDQVIRUPHGWKHHPSOR\HHVRIWKHEXGJHWVSKHUH
DQGSHQVLRQHUVLQWRVWDWH¶VFUHGLWRUVVLQFHWKH\FDQQRWJHWWKHLUVDODULHVDQGSHQVLRQV
’XULQJWKLVSHULRGZHUHPLVVHGWKHSRVVLELOLWLHVRISULYDWL]DWLRQRIVHYHUDOREMHFWVRIWKH
FRPPXQLFDWLRQVDQGWKHUPRHQHUJ\VHFWRUVRIWKHZLQHDQGWREDFFRLQGXVWU\ZKLFKFRXOG
JHQHUDWHDGGLWLRQDOLQFRPHIRUWKHFRXQWU\¶VEXGJHWV\VWHPDQGDOVRPRUHEHQHILWVRUDWOHDVW
DYRLGDQFHRIORVVHVIRUWKHHFRQRP\DVDZKROH
(FRQRPLFUHIRUPLQHYHUHFRQRP\ZRXOGIDLOLILWLVQRWDFFRPSDQLHGE\MXULGLFDOUHIRUP
$OWKRXJKWKHUHIRUPLQWKLVILHOGZDVGHFODUHGLWVWLOOUHPDLQHGDVDQLVRODWHGILHOGZKLFKLVSRRUO\
UHDFWLQJWRZDUGVWKHUHIRUPLQJSURFHVVHVLQWKHVRFLHW\7KLVIDFWGHWHUPLQHGODFNRIOHJDO
PHFKDQLVPVIRUVROYLQJWKHVRPHDGPLQLVWUDWLYHILQDQFLDODQGRUJDQL]DWLRQDOGLVSXWHV&RUSRUDWH
PDQDJHPHQWSUDFWLFDOO\GRHVQ¶WIXQFWLRQLWLVGLIILFXOWWRDYRLGDQGHOLPLQDWHILQDQFLDOIUDXGV
RYHUODSSLQJRIIXQFWLRQVDQGODFNRIUHVSRQVLELOLW\ZLWKUHVSHFWWRWKH/DZJHQHUDWHILQDQFLDO
FULPHVILVFDOHYDVLRQQRQFRPSOLDQFHZLWKWHUPVRIDJUHHPHQWVDQGEXVLQHVVFRQWUDFWVHWF
%XGJHWGHILFLWLVDVWDUWLQJSRLQWLQHVWLPDWLQJWKHILVFDODQGEXGJHWSROLF\LPSOHPHQWHGE\
WKHVWDWH,QFRQGLWLRQVRIWUDQVLWLRQWRZDUGVPDUNHWHFRQRP\WKLVLQGLFDWRULVEHLQJLQIOXHQFHGE\
PDQ\IDFWRUV
’XULQJWKHWUDQVLWLRQWRPDUNHWHFRQRP\WKH5HSXEOLFRI0ROGRYDLVIDFLQJWKHSUREOHPRI
KLJKEXGJHWGHILFLW6RVWDUWLQJIURPHYHU\\HDURQZDUGDEXGJHWGHILFLWLVUHFRUGHG
IOXFWXDWLQJEHWZHHQDQGRI*’3
)LVFDOSROLF\PLVVHGFKDQFHV
&,651RYHPEHU02/’29$,175$16,7,21
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1RWH$FFRUGLQJWR,0)PHWKRGRORJ\WKHEXGJHWGHILFLWLVLQ*’3
6LQFHWKHQHZEXGJHWFODVVLILFDWLRQZDVLPSOHPHQWHGDQGWKHYROXPHRIWKH
EXGJHWGHILFLWLVFORVHO\WRWKDWPHWKRGRORJ\
$WWKHLQLWLDOVWDJHWKHPDLQFDXVHVRIKLJKEXGJHWGHILFLWDUHWKHIROORZLQJVKDUSDQG
ODVWLQJHFRQRPLFGHFOLQHWRDODUJHH[WHQWFDXVHGE\EUDNHXSRIHFRQRPLFOLQNVDQGRU
HVWDEOLVKLQJRIQRQHFRQRPLFUHODWLRQVZLWKIRUPHUSDUWQHUVDVZHOODVKLJKUDWHVRILQIODWLRQ
3UREOHPVZKLFKHPHUJHGDWWKHLQLWLDOVWDJHKDYHDOUHDG\JHQHUDWHGQHZEXUGHQIRUWKH
EXGJHWIRUWKHQH[WSHULRG+HQFHWKHGHFOLQHLQSURGXFWLRQVHFWRUOHGWRDQHHGLQKLJKHU
VXEVLGLHVERWKGLUHFWDQGLQGLUHFWIRUHQWHUSULVHVDQGSRSXODWLRQ,WDOVRFUHDWHGDORQJUDQJHRI
WD[H[HPSWLRQVGHFUHDVLQJILVFDOUHYHQXHV$Q\WD[H[HPSWLRQLVVXSSRVHGWRVWLPXODWHWKH
EUDQFKRILQGXVWU\WRZKLFKLWLVDSSOLHG+HQFHLQWKLVHQYLURQPHQWWKHDFWLYLWLHVWKDWDUHQRW
OLDEOHIRUWD[DWLRQDUHIORXULVKLQJ$VDUHVXOWHYHQLQFRXQWULHVZLWKHFRQRPLFJURZWKEXGJHW
UHYHQXHVPD\GURSVLQFHWKHJURZWKWDNHVSODFHRQWKHDFFRXQWRIWD[H[HPSWHGVHFWRUV
%HVLGHVFKDQJHVLQWKHILVFDOV\VWHPFUHDWHGLIILFXOWLHVIRUWD[SD\HUVLQDFFRPPRGDWLQJWR
QHZFRQGLWLRQV7D[HYDVLRQDQGQRQSD\PHQWVWRWKHEXGJHWJUHZFRQVLGHUDEO\7KH
SKHQRPHQRQRI‡IRUJLYHQHVV·IRUVRPHHFRQRPLFDJHQWVE\WKH3DUOLDPHQWFUHDWHGWKHV\VWHPRI
QRQFRQWULEXWLRQVWRWKHEXGJHWE\WKHHQWLWLHVWKDWSUHYLRXVO\KRQRUHGWKHLUGHEWV
’XULQJWKHWUDQVLWLRQSHULRGEXGJHWH[SHQGLWXUHLQFUHDVHGVXEYHQWLRQVZHUHJURZLQJDV
ZHOODVH[SHQVHVIRULQWHUQDODQGH[WHUQDOGHEWVHUYLFHE\WKHVWDWH&UHGLWLQJRIHQWHUSULVHVE\WKH
EXGJHWDOVRLQFUHDVHG/DWHO\WKHLQFUHDVHLQEXGJHWH[SHQGLWXUHVZDVDOVRLQGXFHGE\SUHYLRXVO\
DFFXPXODWHGH[SHQGLWXUHDUUHDUV
7KHLQFUHDVHLQWKHODVW\HDUVRIWKHVWDWHGHEWVHUYLFHGE\WKH*RYHUQPHQWZDVFDXVHGDOVR
E\WKHQHHGVWRILQDQFHWKHEXGJHWGHILFLWDQGLWOHDGVWRWKHJURZWKRIH[SHQGLWXUHVUHTXLUHGIRU
GHEWVHUYLFH7KXVVKDUHRIWKHVHH[SHQGLWXUHVLQWKHYROXPHRIGHILFLWKDVULVHQIURPDERXW
LQWRDOPRVWLQDVDUHVXOWRIJURZWKRIVWDWHGHEWVVHUYLFHGE\WKH*RYHUQPHQW
IURPRI*’3WRIRUWKHUHVSHFWLYHSHULRG
%XGJHWGHILFLWILQDQFLQJLVHIIHFWHGWKURXJKFRPELQLQJLQWHUQDODQGH[WHUQDOVRXUFHVERWK
EHLQJXVHGLQWKHVDPHSURSRUWLRQ
,QWHUQDOILQDQFLQJLVGRQHE\UHFHLYLQJFUHGLWVIURPWKH1DWLRQDO%DQNDQGE\LVVXDQFHRIVWDWH
VHFXULWLHV$ORQJZLWKWKHGHYHORSPHQWRIWKHVHFXULWLHVPDUNHWWKHVWUXFWXUHRILQWHUQDOILQDQFLQJKDV
FKDQJHGEHLQJUHRULHQWHGIURPGLUHFW1%0OHQGLQJWRWKH*RYHUQPHQWGXULQJWRZDUGV
DWWUDFWLQJFUHGLWVIURPWKH1%0DJDLQVWVWDWHVHFXULWLHVGXULQJ0RUHRYHUWKH%XGJHW
/DZIRUIRUHVHHQWKDW1%0ZRXOGQRWJUDQWDQ\ORDQVIRUILQDQFLQJEXGJHWGHILFLW
7KXVILQDQFLQJWKURXJKVWDWHVHFXULWLHVKDVEHFRPHDSHUPDQHQWLQVWUXPHQWIRUEXGJHWGHILFLW
ILQDQFLQJ,QWHUHVWUDWHORZHUHGWLPHVGXULQJHDVLQJWKHSUHVVXUHRQEXGJHW
([WHUQDOILQDQFLQJRIEXGJHWGHILFLWXWLOL]HGLQUHFHQW\HDUVKDVFRQWULEXWHGWRDUDSLGJURZWKRI
VWDWHH[WHUQDOGHEWDOWKRXJKWKHFRVWVDUHUHODWLYHO\ORZFRPSDULQJWRLQWHUQDOILQDQFLQJ
%XGJHWGHILFLWLVDWRROIRUPHDVXULQJWKHLPSDFWRIILVFDOSROLF\RQWKHHFRQRP\3XEOLFVHFWRU
GHILFLWDIIHFWVGRPHVWLFVDYLQJVDQGGLPLQLVKHVIXWXUHOLYLQJVWDQGDUGVLQWKHIROORZLQJZD\V
)LVFDOSROLF\PLVVHGFKDQFHV
&,651RYHPEHU02/’29$,175$16,7,21 
GRPHVWLFLQYHVWPHQWSOXPPHWVIRUHLJQGHEWUDLVHVOHDGLQJWRIXUWKHUGURSLQQDWLRQDOLQFRPH+LJK
OHYHOVRISXEOLFGHEWDQGEXGJHWGHILFLWDIIHFWVERWKLQYHVWPHQWDQGHFRQRPLFJURZWK
,QWHUQDWLRQDOSUDFWLFHDQGWKHRU\VXJJHVWVWKHIROORZLQJFULWHULDIRUILQDQFLDOVWDELOLW\ORZ
LQIODWLRQOHYHODUDWLRRIVWDWHGHEWWR*’3QRWH[FHHGLQJEXGJHWGHILFLWEHORZRI*’3
2WKHUZLVHWKHGHILFLWVKRXOGEHJUDGXDOO\UHGXFHGWRUHDFKLQWHUQDWLRQDODFFHSWDEOHOHYHOV
’XULQJWKHWUDQVLWLRQDEXGJHWGHILFLWLVLQHYLWDEOHEXWLWVPDLQWHQDQFHIRUVHYHQVWUDLW\HDUV
UHTXLUHVLWVUHGXFWLRQWRSHUFHQWRI*’3LQWKHQHDUHVWIXWXUH7KLVLVHVSHFLDOO\WUXHZKHQ
KDYLQJDQH[FHVVLYHOHYHORIVWDWHGHEWZKHQLWVIXUWKHUJURZWKPD\VHULRXVO\DIIHFWVWDWHILQDQFHV
)XUWKHUGHYHORSPHQWRIVWDWHVHFXULWLHVPDUNHWUHIXVDOIURP1%0FUHGLWVDQGPRGHUDWH
H[WHUQDOILQDQFLQJRIWKHEXGJHWGHILFLWDUHWKHREMHFWLYHVWKDWZLOOGHWHUPLQHWKHEXGJHWGHILFLW
ILQDQFLQJIRU
+LJKFRVWRILQWHUQDOORDQVOHDGVWRDUDSLGLQFUHDVHRIGRPHVWLFGHEWVHUYLFLQJH[SHQGLWXUH
7KXVLQWHUQDOILQDQFLQJRIWKHEXGJHWGHILFLWVKRXOGEHGHWHUPLQHGE\WKHQHFHVVLW\RIUHGXFWLRQRI
GRPHVWLFLQWHUHVWUDWHV
7KHSROLF\RIILQDQFLQJIURPGRPHVWLFVRXUFHVVKRXOGEHEDVHGQRWRQEXGJHWDU\QHHGVEXW
PXVWKDYHWKHREMHFWLYHWRUHGXFHWKHQHJDWLYHFRQVHTXHQFHVRIIRUHLJQGHEWVHUYLFHEXUGHQRQ
HFRQRPLFJURZWK%XGJHWORDQVZLOOEHDWWUDFWHGIURPWKHWRQRQEDQNLQJVHFWRUGUDZLQJLQWKH
SRSXODWLRQDQGRWKHUVPDOOLQYHVWRUV$IWHUWKLVZLOOEHFRPHWKHSULQFLSDOVRXUFHRIEXGJHW
GHILFLWILQDQFLQJ
7KHSROLF\RIDWWUDFWLQJIRUHLJQIXQGVZLOOEHRULHQWHGWRZDUGVWKHDJJUDYDWLRQRQIRUHLJQ
GHEWLQGLFHVLWVUDWLRWR*’3LQLWZDVRISHUFHQWUDWLRRIIRUHLJQGHEWVHUYLFHWR
H[SRUWVRIJRRGVDQGVHUYLFHV)ROORZLQJWKHVHFRQVLGHUDWLRQVWKHQHZO\DWWUDFWHGFUHGLWVVKRXOG
EHXVHGIRUVWUXFWXUDODQGVHFWRUFKDQJHV
6LQFHWKHUHSD\PHQWRIIRUHLJQGHEWVLVHQODUJLQJLQWKHIROORZLQJ\HDUVWKHQHWIRUHLJQ
ILQDQFLQJZLOOEHFDPHLQVLJQLILFDQWRUHYHQQHJDWLYH:KLOHKRQRULQJDOOWKHIRUHLJQSD\PHQW
UHTXLUHPHQWVWKHVKDUHRISULPDU\GHILFLWGHILFLWZLWKRXWVWDWHGHILFLWVHUYLFHZLOOUHPDLQDWWKH
VDPHOHYHOWDNLQJLQWRDFFRXQWWKHGHFUHDVLQJEXGJHWGHILFLW
$QHZSUREOHPWKDWPD\EHFRPHDYHU\VHULRXVRQHLVWKHDGPLVVLRQRIORFDOEXGJHW
GHILFLWV7KHLUGUDZLQJRIFRPPHUFLDOFUHGLWVDWORFDOOHYHOPD\FDXVHDGHEWFULVLVRQWHUULWRULHV
LPSDFWLQJWKHFHQWUDOEXGJHW7KHUHIRUHWKHORFDOILQDQFLQJSROLF\VKRXOGEHVWULFWO\FRRUGLQDWHG
E\FHQWUDODXWKRULWLHV–WKHOHJDOIUDPHZRUNVKRXOGEHUHYLVHGFUHDWHG
3XEOLFGHEW6LQFHZLWKILUVWEXGJHWH[SHQGLWXUHILQDQFLQJSUREOHPVWKHSXEOLFGHEW
DFFXPXODWLRQVWDUWHG7KHLQLWLDOSXEOLFGHEWZDVDFFXPXODWHGWKURXJKGLUHFWFUHGLWVIURPWKH
1%0ZKLOHIRUHLJQGHEWDFFXPXODWLRQVWDUWHGLQ
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H[WHUQDO LQWHUQDO
6LQFHWKH1%0GRHVQRWRIIHUFUHGLWVIRUEXGJHWGHILFLWILQDQFLQJZLWKWKHH[FHSWLRQ
RIVKRUWWHUPORDQVXSWRRQH\HDU
7KHPDMRULW\RIFRXQWULHVZLWKPDUNHWRULHQWHGHFRQRPLHVFRQVLGHUWKHVHFRQGDU\PDUNHWIRU
VHFXULWLHVDVDVRXQGHFRQRPLFWRROIRUEXGJHWGHILFLWILQDQFLQJ7KHUHDUHFDVHV5XVVLDIRU
)LVFDOSROLF\PLVVHGFKDQFHV
&,651RYHPEHU02/’29$,175$16,7,21
H[DPSOHZKHQWKHVHWRROVLQVXIILFLHQWO\FRQGXFWHGDQGPRQLWRUHGFUHDWHDVRFDOOHGS\UDPLGRIVWDWH
VHFXULWLHV7KLVS\UDPLGLVDOVRNQRZQDVWKHPHFKDQLVPRIGHEWVHOIUHSURGXFWLRQDQGFRQVLVWVLQ
,QFUHDVHLQSULPDU\EXGJHWGHILFLW!LQFUHDVHLQWKHDPRXQWRIQHZORDQV!SXEOLFGHEW
UDLVHV!LQWHUHVWUDWHVRDUV!H[SHQGLWXUHVIRUGHEWVHUYLFHJURZ!JHQHUDOEXGJHWGHILFLW
H[SDQGV!QHHGIRUQHZFUHGLWV!QHZLQFUHDVHLQWKHSXEOLFGHEW!H[SHQGLWXUHVIRUGHEWVHUYLFH
JURZ!HWF!GHIDXOW«
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XSWRLQRIWKHHQHUJ\VHFWRU
–IURPWRZKLOHLWGHFOLQHGIURPWRIRUWKHOLJKWLQGXVWU\DQGIURP
WRIRUHQJLQHHULQJ
7KHXWLOL]DWLRQRIHQWHUSULVHV¶SURGXFWLRQFDSDFLWLHVGLPLQLVKHGVLJQLILFDQWO\DVD
UHVXOWRIFRQVLGHUDEOHUHGXFWLRQRILQGXVWULDOSURGXFWLRQ0RUHWKDQWZRWKLUGVRI
HQWHUSULVHVDUHSURGXFLQJQRZRQO\DWDOHYHORIRIWKHLUFDSDFLWLHV,WLVFOHDUWKDW
FRPSOHWHUHVWRUDWLRQRIWKRVHREVROHWHSURGXFWLRQFDSDFLWLHVZKLFKDUHSURGXFLQJQRQ
FRPSHWLWLYHPHUFKDQGLVHVLVLPSRVVLEOHGXULQJWKHWUDQVLWLRQWRWKHPDUNHWHFRQRP\
(YROXWLRQRILQGXVWULDORXWSXW

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)RRGLQG 3RZHUSURG 7H[WLOHV )XUQLWXUH ,QJLQHHULQJ
6WUXFWXUHRILQGLVWULDORXWSXWE\EUDQFKHV
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2WKHU
)RRGLQGXVWU\
7H[WLOHV
&RQVWUXFWLRQ
PDWHULDOV
,QJLQHHULQJ
(QHUJ\VHFWRU
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21
7KHVHWXSRIPDUNHWHFRQRP\VWUXFWXUHVDQGWKHFUHDWLRQRIQHZSURGXFWLYH
IRUPDWLRQVFKDQJHGWKHVWUXFWXUHRILQGXVWULDOSURGXFWLRQE\W\SHVRISURSHUW\+HQFHWKH
VKDUHRIWKHSULYDWHVHFWRULQWKHLQGXVWULDORXWSXWUHDFKHGRQO\LQ3UHVXPDEO\
WKLVZRXOGLPSO\WKHEHJLQQLQJRIDQLQFUHDVHLQRYHUDOOHIILFLHQF\RIWKHLQGXVWU\,Q
WKHODERUSURGXFWLYLW\LQWKLV
VHFWRUH[SHULHQFHGDVOLJKW
LQFUHDVH
7KHLQFUHDVHLQHQHUJ\
LQWHQVLW\RILQGXVWULDOSURGXFWLRQ
LVRIDFRQWLQXRXVFRQFHUQ,QWKH
FRQGLWLRQVZKHQWHFKQRORJLHV
YLUWXDOO\GRQRWFKDQJHPXFKRU
WKHUHDUHLQVLJQLILFDQWFKDQJHV
WRZDUGVGHFUHDVHLQSURGXFWLRQRI
HQHUJ\LQWHQVLYHJRRGVWKHDFWXDO
JURZWKRIWKHHQHUJ\
LQWHQVLW\RILQGXVWULDO
SURGXFWLRQPD\ZHOOEH
H[SODLQHGE\WKHLQFUHDVHLQ
VWHDOLQJRIHQHUJ\ZKLFKLQ
WKHHQGKDVQHJDWLYH
LPSOLFDWLRQVRQSULFHV
$VDZD\RI
LPSURYHPHQWRILQGXVWULDO
VHFWRUFRXOGVHUYHWKH
SULYDWL]DWLRQDQGFRQWLQXRXV
UHVWUXFWXULQJRIHQWHUSULVHV
FRQYHUVLRQRIKLVWRULFDO
GHEWVLQWRVKDUHV
LPSOHPHQWDWLRQRIFRUSRUDWH
PDQDJHPHQWSURPRWLRQDQG
VXSSRUWSROLFLHVIRUQHZ
FRPSHWLWLYHKLWHFKDQG
HQHUJ\HIILFLHQW
WHFKQRORJLHVVWLPXODWLRQ
DQGSURPRWLRQRIH[SRUWV
DQGWKHQHJRWLDWLRQRI
H[SRUWTXRWDVZLWKGHYHORSHGFRXQWULHV
$JULFXOWXUH
$JULFXOWXUHDQGUHODWHGLQGXVWU\LVVWLOODYLWDOVHFWRUIRUWKHHFRQRPLFDQGVRFLDOOLIH
RIWKHFRXQWU\DFFRXQWLQJIRUDOPRVWRI*’3WKUHHTXDUWHUVRIH[SRUWDQGHPSOR\V
RYHURIWKHQDWLRQDOODERUIRUFH
5HIRUPVLQDJULFXOWXUHZKLFKLQFOXGHSULYDWL]DWLRQRIODQGDQGUHVWUXFWXULQJRI
DJULFXOWXUHFRQVWLWXWHDIXQGDPHQWDOSDUWWRDFFRPSOLVKPHQWRIDJOREDOWUDQVIRUPDWLRQLQ
0ROGRYDQHFRQRP\
6WUXFWXUHRILQGXVWULDORXWSXWE\W\SHVRISURSHUW\





3XEOLF
3ULYDWH
0L[HGSXEOLFDQGSULYDWH
0L[HGORFDODQGIRUHLJQUHVLGHQWV
8WLOL]DWLRQRISURGXFWLRQFDSDFLWLHV
        
7UDFWRUV
$JULFXOWXUDOHTXLSPHQW
3XPSV
)XUQLWXUH
79VHWV
:DVKLQJPDFKLQHV
&DUSHWV
.QLWWHGZHDU
6KRHV
0HDW
6DXVDJHV
&DQQHGIUXLWVYHJHWDEOHV
&RQIHFWLRQHU\
:LQH
3DVWD
%UHDGJUDLQV
&RVPHWLFV
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21 
$OPRVWDOOPHDVXUHVZLWKLQWKHDJUDULDQUHIRUPKDYHEURXJKWWRWKHSUHVHQWVLWXDWLRQ
7KHUHIRUPLQDJUDULDQVHFWRUODJEHKLQGDQGFDXVHVQHJDWLYHUHDFWLRQVWR
x3ULFHOLEHUDOL]DWLRQRIDJULFXOWXUDOSURGXFWV,Q-DQXDU\LQ0ROGRYDZHUH
RIILFLDOO\OLEHUDOL]HGSULFHVRQPRVWRIWKHFRQVXPHUJRRGV%XWWKH
XQGHUGHYHORSHGGRPHVWLFPDUNHWLQJV\VWHPDQGWKHORZFRPSHWLWLYHQHVVRIWKH
GRPHVWLFSURGXFWVVWLOONHHSVPRVWRIWKHLUSULFHVFRQVLGHUDEO\EHORZWKHSULFHVIRU
LPSRUW
x3ULFHOLEHUDOL]DWLRQRQLQSXWVZKLFKOHGWRWKHLQFUHDVHSULFHVRQNH\LQSXWVXSWR
LQWHUQDWLRQDOOHYHOVSULFHVDQGFUHDWHGFRQVLGHUDEOHFKDQJHVLQSURGXFWLRQSURFHVV
DQGH[SRUWSDWWHUQV
x5HGXFWLRQRIVXEVLGHVEHIRUHWKHFUHDWLRQRILQVWLWXWLRQVDQGOHJDOIUDPHZRUNRQ
DJULFXOWXUDOPDUNHWZKLFKOHGWRGLPLQLVKHGFRQVXPSWLRQRIIHUWLOL]HUSXUFKDVH
RIKLJKTXDOLW\VHHGVUHGXFHGLQYHVWPHQWVIRUGHYHORSPHQWRIUXUDOVHUYLFHV
GHVSLWHWKHH[WUHPHO\ORZVWDQGDUGVRIOLYLQJLQWKHDUHDVLQVXIILFLHQWDFFHVVWR
FUHGLWVGXHWRKLJKLQWHUHVWUDWH
$OWKRXJKWKHPHFKDQLVPPHQWLRQHGDERYHKDVEHHQSURYHGIRUORQJWLPHLQGLIIHUHQW
FRXQWULHVZLWKPDUNHWRUWUDQVLWLRQHFRQRPLHVLQFDVHRI0ROGRYDPLVWDNHVKDYHEHHQPDGH
LQWHUPVRIWLPLQJYLVLRQSDFHDQGLQUHDOLW\SHUFHSWLRQLQUHDFKLQJWKHPDUNHWVWDELOLW\
7KHTXLFNVKLIWZLWKRXWDQ\VWUDWHJ\IURPDQH[FHVVLYHFRPPDQGEDVHGHFRQRP\LQ
DJULFXOWXUHWRDQH[FHVVLYHOLEHUDOL]DWLRQFDQQRWDVVXUHWKHHFRQRPLFHIILFLHQF\ZLWKWKH
H[FHSWLRQRILQIXVLRQRIELJLQYHVWPHQWVFRQVLGHUDEOHGLVFUHSDQF\LQSRSXODWLRQ¶VLQFRPHVDQG
GHHSHQHGSRYHUW\UHODWHGWR0ROGRYDQVLWXDWLRQ
6LQFHWKHFKDQJHVLQDJULFXOWXUDOSURGXFWLRQKDYHEHHQPHQWLRQHG7KH\ZHUH
PDLQO\LQIOXHQFHGE\ORVWRIWKHWUDGLWLRQDOPDUNHWVDVDUHVXOWRIWKHFROODSVHRIWKHVRFLDO
V\VWHPDQGDSSHDUDQFHRIWKHQHZSULYDWHVWUXFWXUHLQGLYLGXDOVHFWRU
6LQFHLQGHSHQGHQFHWRWDODJULFXOWXUDORXWSXWGHFOLQHGE\PRUHWKDQFRPSDUHGWR
SUHWUDQVLWLRQOHYHOVZLWKFURSSURGXFWLRQIDOOLQJE\DQGOLYHVWRFNSURGXFWLRQE\$
FKDQJHLQWKHSURGXFWPL[ZDVREVHUYHGDVWKHVKDUHRIFURSFRQWLQXRXVO\LQFUHDVHGVLQFH
RSSRVLWHWRGHFUHDVHLQOLYHVWRFNSURGXFWLRQ$VDUHVXOWWKHSURGXFWLRQRIIRRGKDOYHGDQG
WKHORFDOFRQVXPSWLRQVWDUWHGWREHVDWLVILHGE\WKHLPSRUWHGSURGXFWV
&URSSURGXFWLRQSUHYDLOVLQWKHVWUXFWXUHRIWKHDJULFXOWXUDOSURGXFWLRQ,QERWKWKH
ODUJHVFDOHDQGLQGLYLGXDOHQWHUSULVHVWKHOHYHOSURGXFWLRQRIFURSLVKLJKHUWKDQRIOLYHVWRFN
RQH
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5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU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7KHGHFOLQHRI
OLYHVWRFNSURGXFWLRQ
LVFDXVHGE\WKH
UHGXFWLRQRI
OLYHVWRFNE\
DVFRPSDUHGWR
OHYHODQGWKH
OLTXLGDWLRQRIFDWWOH
DQGSLJVIDUPV,Q
WKHVDPHWLPH
LQGLYLGXDOVHFWRU
VKRZHGEHWWHUUHVXOWV
LQOLYHVWRFN
SURGXFWLRQWKDQFROOHFWLYHIDUPV
)RUWKHSHULRGRIWKHUHKDVEHHQDVKDUSLQFUHDVHRIJUDLQSURGXFWLRQDQG
LQVLJQLILFDQWLQFUHDVHRIVXJDUEHHWVVXQIORZHUDQGSRWDWRHVGXHWRWKHLUUHODWLYHVLPSOLFLW\LQ
FXOWLYDWLRQDQGFRPPHUFLDOL]DWLRQ7KHVKDUHRIPLONSURGXFWLRQUHPDLQHGVWDEOHDOWKRXJKWKH
SURGXFWLRQRIPHDWWREDFFRDQGYHJHWDEOHVGHFUHDVHGFRQVLGHUDEOH
7KHODFNRIILQDQFLDOUHVRXUFHVUHGXFWLRQLQPLQHUDODQGFKHPLFDOIHUWLOL]HUVXVHIURP
NJSHUKDLQWRNJSHUKDLQDVZHOODVEDGZHDWKHUFRQGLWLRQVGXULQJWKH
ODVW\HDUVOHGWRDFRQVLGHUDEOHUHGXFWLRQLQDYHUDJHSURGXFWLRQSHUKHFWDUHRIPRVWRIWKH
FURSV
 $YHUDJH\LHOGSHUKDLQTXLQWDO
,QWKH
SURGXFWLRQRI
YLQH\DUGVSHUKD
GHFUHDVHGE\
WKHSURGXFWLRQRI
YHJHWDEOHVE\
FRPSDUHGWRWKH
OHYHO
$UHGXFWLRQ
RIWKHVXUIDFH
XVHGIRUODERU
/LYHVWRFNSURGXFWLRQE\VHFWRUVLQUHDOWHUPV







      
P
O
H
L
FROOHFWLYHIDUPV LQGLYLGXDOIDUPHUV
      
)UXLWV       
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*UDSHV  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&HUHDOV     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6XQIORZHU       
6XJDUEHHW  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3RWDWRHV       
7REDFFR       
3URGXFWLRQRIPDLQDJULFXOWXUDOSURGXFWVWKRXWRQHV
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YHJHWDEOHV JUDSHV FHUHDOV VXJDUEHHW VXQIORZHU
WREDFFR PLON SRWDWRHV PHDW
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21 
LQWHQVLYHFURSVZDVPHQWLRQHG7KXVGXULQJWKHWUDQVLWLRQSHULRGWKHYLQH\DUGDUHDLQ
0ROGRYDGLPLQLVKHGE\WKRXKDGRZQWRWKRXKDLQHDUO\7KHUHLVFRQWLQXRV
GHFOLQHRIWKHVXUIDFHVRZQVRPHWKRXKDSHU\HDUWDNLQJLQWRDFFRXQWWKDWRQO\
KDDUHDQQXDOO\UHSODQWHG7KHVXUIDFHVRZQZLWKRUFKDUGVVWDUWHGWRGHFUHDVHLQ
DQGWKHGHFUHDVHZLOOFRQWLQXHEHFDXVHWKHRUFKDUGVDUHQRORQJHUEHLQJUHQHZHGDQGWUHHV
DUHDJLQJVLJQLILFDQWO\$QLPSRUWDQWSUREOHPWRVROYHLVRUFKDUGUHQRYDWLRQ7KHLUDJH
LQGLFDWHVWKDWDGHFUHDVHRIIUXLWSURGXFWLRQFDQEHH[SHFWHGLQWKHQHDUHVWIXWXUHRI
IUXLWWUHHVDUHROGHUWKDQ\HDUVDUHWR\HDUVROGDQGRQO\DUH\RXQJHU
WKDQ\HDUV
&KDQJHVKDYHWDNHQSODFHLQODQGRZQHUVKLSIROORZHGE\VLJQLILFDQWVWUXFWXUDOFKDQJH
RIWUDQVIHURISURGXFWLRQWRWKHLQGLYLGXDOVHFWRUZKLFKVKRZHGLQFUHDVHFRPSDUHG
WR7KHVHFKDQJHVKDYHOLQNHGWRDQHVVHQWLDOLQFUHDVHLQWKHVKDUHRILQGLYLGXDOVHFWRU
LQ*$2IURPLQWRLQ7KHRIODQGLQSULYDWHRZQHUVKLS
SURGXFHGPRUHRYHUDKDOIRIDOODJULFXOWXUDORXWSXWZKLOHODUJHVFDOHHQWHUSULVHVSURGXFHG
RQO\RIWKHOHYHO
$QHQRUPRXVIRRGSURFHVVLQJLQGXVWU\ZDVEXLOWLQ0ROGRYDZLWKWKHREMHFWLYHWR
VXSSO\RQDJXDUDQWHHGPDUNHWLQ6RYLHW8QLRQ%DUWHUDQGRWKHUQRQFDVKPRGHVRI
SD\PHQWPDVVLYHWD[DQGZDJHDUUHDUVJURZLQJPXWXDOLQGHEWHGQHVVEHWZHHQ
FRPPHUFLDODJHQWV–DOORIWKLVFRXOGFKDUDFWHUL]HWKHSUHVHQWVLWXDWLRQLQDJURLQGXVWULDO
VHFWRU6LQFHLQGHSHQGHQFHDOPRVWDOOSURFHVVLQJSODQWVKDYHEHHQSULYDWL]HGDQGWKH
PDMRULW\RIWKHPZHUHWUDQVIRUPHGLQWR-RLQW6WRFNFRPSDQLHVZLWKSUDFWLFDOO\RI
SULYDWHFDSLWDO$WWKHVDPHWLPHDQHZVHFWRURISURFHVVLQJLQGXVWU\LVEHLQJHVWDEOLVKHG
–RQWKHEDVLVRISULYDWHRZQHUVKLSDQGVPDOOVL]HDQGDUHPHDQWWRSURYLGHVHUYLFHVWR
SULYDWHIDUPVDQGRWKHUVPDOOSURGXFHUVRIDJULFXOWXUDOUDZPDWHULDO
’XULQJWUDQVLWLRQSHULRGWKHIRRGSURFHVVLQJLQGXVWU\FRQIURQWVGLIILFXOWLHVDQGIDFHV
QHZFKDOOHQJHVQRFHQWUDOL]HSURYLVLRQRIUDZPDWHULDOIXHOSDFNDJLQJHTXLSPHQWDQG
VSDUHSDUWV7KHSURGXFWLRQRIDJURSURFHVVLQJLQGXVWU\GUDPDWLFDOO\GHFOLQHVLQWKH
WRWDOPHDWSURGXFWLRQKDVGHFOLQHGWLPHVPLONWLPHVVXJDU–WLPHVEXWWHU–
WLPHVDVFRPSDUHGWRDYHUDJH
7KHZLQHSURGXFWLRQIDFHGDFRQVLGHUDEOHGHFUHDVHGXULQJDERXW
,QSURGXFWLRQUHDFKHGWKH¶VDYHUDJHOHYHO&XUUHQWO\0ROGRYDQZLQHULHV
DUHLQYHU\EDGVLWXDWLRQPRVWRIWKHPDUHZRUNLQJDWFDSDFLW\VRPHDUHHYHQ
FORVHGDQGWKHLUHPSOR\HHVDUHRQLPSRVHGYDFDWLRQ7KHWRWDOSURGXFWLRQRISURFHVVHGIUXLW
DQGYHJHWDEOHVKDVGHFOLQHE\DVFRPSDUHGWRDYHUDJH7KHUHDUHIUXLWV
$JURSURFHVVLQJSURGXFWLRQ
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DQGYHJHWDEOHVSURFHVVLQJSODQWVFXUUHQWO\RSHUDWLQJ$OPRVWDOOSODQWVKDGSUREOHPVZLWK
WKHLUVXSSOLHVRIUDZPDWHULDO:LWKWKHH[FHSWLRQRIDSSOHSURFHVVLQJDOORWKHUIUXLWVDQG
YHJHWDEOHVDUHSURFHVVHGDFFRUGLQJWRWKHDYDLODELOLW\RIUDZPDWHULDOZLWKRXWDQ\
FRPPXQLFDWLRQEHWZHHQSURGXFHUVDQGSURFHVVRUV$SSOHLVWKHRQO\FURSSURFHVVHGRQD
FRPPHUFLDOEDVLV7KHSURGXFWLRQRIFLJDUHWWHVZDVUHODWLYHO\VWDEOHGXULQJWKHWUDQVLWLRQ
SHULRG5HFHQWO\WKHWREDFFRLQGXVWU\IDFHVERWKLQWHUQDODQGH[WHUQDOSUREOHPVODFNRI
FRQVWDQWUDZPDWHULDOVXSSO\DVZHOODVORVVRIWZRPDLQWREDFFRPDUNHWV5XVVLDDQG
5RPDQLD
7KHODFNRIQHZUHTXLUHGVNLOOVWRJHWKHUZLWKODFNRIFDVKIRUILQDQFLQJZRUNLQJ
FDSLWDOWRUXQSURFHVVLQJDFWLYLWLHVPDNHWKLVVHFWRUDEVROXWHO\LQDFWLYH$OPRVWDOOSODQWV
ZRUNRQO\DURXQGWZRWRIRXUPRQWKD\HDURUDWWKHFDSDFLW\RIRIWKHLU
FDSDFLW\7KHUHLVQRDQDO\VLVRISURILWDELOLW\SODQQLQJFRVWFRQWURODQGPRQLWRULQJRI
WKHFRPSDQ\EXGJHW7KHGHYHORSPHQWRIWKHDJULFXOWXUHVHFWRURI0ROGRYDLVGLUHFWO\
FRQQHFWHGWRWKHSURFHVVLQJLQGXVWU\7KHUHJXODUVXSSO\LVWKHILUVWVWHSWRUXQ
SURFHVVLQJLQGXVWU\DFFRUGLQJWRHFRQRPLFFULWHULD7KHQXPEHURIH[LVWLQJSURFHVVLQJ
SODQWVFXUUHQWO\RSHUDWLQJLQ0ROGRYDLVPXFKLQH[FHVVWRWKHFXUUHQWDJULFXOWXUDO
SURGXFWLRQ
7KHOHQWSDFHRIRQJRLQJUHIRUPVLVYHU\H[SHQVLYHIRUWKHVWDWHEXGJHW7KHVWDWHRI
EXGJHWGRHVQ¶WDOORZDVEHIRUHWKHVXEVLGL]LQJDQGGLVEXUVHPHQWRIWHFKQLFDOFUHGLWVDQG
FUHGLWVJUDQWHGE\VWDWH7KHFDQFHOLQJRIWKHGHEWVRIHFRQRPLFDJHQWVLQRUGHUWROLTXLGDWH
WKHGDPDJHVFDXVHGE\WKHQDWXUDOGLVDVWHUVLVLQHIILFLHQWHYHQKDYHQHJDWLYHUHVXOWV,QWKH
VLWXDWLRQRIFULVHVFUHDWHGVWDWHJUDQWHGFUHGLWVLQWKHDPRXQWRIPLOOLRQOHL%XWRQO\
ZHUHUHLPEXUVHGZKLFKEULQJWKHORVVHVLQWKHDPRXQWRIPLOOLRQOHL7KHKLVWRULFDO
GHEWVRIWKHDJULFXOWXUDOHQWHUSULVHVFRQVWLWXWHRQDYHUDJHELOOLRQOHLRIZKLFK
UHSUHVHQWVGHEWVWRWKHVWDWHEXGJHWDQGVRFLDOIXQGDQGWKHUHVW–GHEWVWRRWKHUHFRQRPLF
DJHQWV
7KHSULYDWL]DWLRQSURFHVVLVQRWILQLVKHG\HWDQGTXHVWLRQVDULVHDERXWWKHPHDVXUHV
ZKLFKFDQVWRSWKHFRQWLQXRXVGHPROLWLRQRIWKHSULYDWHDQGSXEOLFSURSHUW\7KHSURSHUW\
RIWKHDJULFXOWXUDOHQWHUSULVHVLVLQGDQJHURIFRQWLQXRXVGHPROLWLRQ2QDYHUDJH
DJULFXOWXUDOHQWHUSULVHVFRXOGEHLQFOXGHGLQWKHSURFHVVRISULYDWL]DWLRQDQGUHVWUXFWXULQJ
$VRI-DQXDU\
VW
WKHLUDVVHWVYDOXHGDSSUR[LPDWHO\ELOOLRQOHL2QDYHUDJHRIWKHVH
HQWHUSULVHVKDYHQRWFRPSOHWHWKHUHHYDOXDWLRQRIWKHLUDVVHWVDQGRIWKHP
RYHUHVWLPDWHGWKHLUYDOXH%DVHGRQWKHHVWLPDWLRQRIWKHVSHFLDOLVWVRIWKH&HQWHUIRU
3ULYDWH%XVLQHVVDQG5HIRUPV&3%5DIWHUFRPSOHWLQJWKHUHVWUXFWXULQJDQGSULYDWL]DWLRQ
RIWKHHQWHUSULVHVIURPWKHQDWLRQDOSURJUDPWKHWRWDODPRXQWRIUHSDLGGHEWVZLOODFFRXQW
IRUPLOOLRQOHL7KHUHPDLQVPLOOLRQOHLZLOOEHFDQFHOHGGXULQJWKHSHULRG
RI
7KHXQLTXHSRVVLELOLW\RIGHEWFDQFHOODWLRQZLOOH[LVWRQO\DIWHUWKHUHDOSULYDWL]DWLRQ
DQGUHVWUXFWXULQJRIWKHDJULFXOWXUDOHQWHUSULVHV7KHGHEWVFDQFHOLQJVKRXOGEHGRQHRQO\
DIWHUWKHFRPSOHWLQJE\WKHHQWHUSULVHVRIUHIRUPSURFHVV2QO\DUHDOSULYDWL]DWLRQ
DFFRPSDQLHGE\UHDOUHRUJDQL]DWLRQFRXOGLQVXUHWKHJURZWKRIUHYHQXHVWRVWDWHEXGJHW
DQGHYHQWXDOO\LPSURYHPHQWRIWKHRIWKHZKROHV\VWHPIXQFWLRQLQJ

6LQFHLQGHSHQGHQFHWKHYROXPHRIDJULFXOWXUDOH[SRUWVLQQRPLQDOYDOXHUHJLVWHUHGD
FRQWLQXRXVJURZWKEHLQJDFFRPSDQLHGE\DQLQFUHDVHRILPSRUWRIIRRGDQGOLYHVWRFN
SURGXFWV7KHH[SRUWH[SDQVLRQLVPDLQO\GXHWRLQFUHDVHRISULFHVUDWKHUWKDQWRLQFUHDVHLQ
YROXPHRISURGXFWVH[SRUWHG
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21 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LPSRUWV H[SRUWV
)RRGDQGDJULFXOWXUDOSURGXFWVWUDGLWLRQDOO\GRPLQDWHG0ROGRYDQH[SRUWV
$JULFXOWXUDOH[SRUWVVKDUHLQWRWDOH[SRUWV
    
$JULFXOWXUDOH[SRUWWRWDO
/LYHVWRFNSURGXFWV
)UXLWVYHJHWDEOHVFHUHDOV
)RRGSURGXFWVGULQNVWREDFFR
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7KH&,6FRXQWULHVDQG
HVSHFLDOO\5XVVLDDUHVWLOOWKH
PDLQWUDGHSDUWQHUVRIWKH
FRXQWU\7KHVKDUHRIH[SRUWVWR
&HQWUDO(XURSHGHFUHDVHVEXW
WKHVKDUHRI(8FRXQWULHV
SUDFWLFDOO\UHPDLQVWKHVDPH
0ROGRYDLVEHJLQQLQJWR
IDFHFRPSHWLWLRQIURP:HVWHUQ
(XURSHDQFRXQWULHVHVSHFLDOO\
3RODQG+XQJDU\DQG%XOJDULD
ZKLFKDOUHDG\VWDUWHGWR
SHQHWUDWHWKH5XVVLDQPDUNHW
YHU\VXFFHVVIXOO\0ROGRYDLV
QRWUHDG\WRIDFHWKHQHZ
FKDOOHQJHVQHLWKHUWHFKQLFDOO\
QRUZLWKUHVSHFWWRKXPDQ
UHVRXUFHV7KHIXWXUHVXFFHVVRI
0ROGRYD¶VH[SRUWLQGXVWU\LQ
DJULFXOWXUDODQGIRRGSURGXFWVLQ
HLWKHUWKH&,6PDUNHWVRUWKH
(8DQGRWKHULQWHUQDWLRQDO
PDUNHWVZLOOGHSHQGRQWKH
FRPSHWLWLYHVXSSO\RIKLJKHU
3URGXFWLRQ&RVW3&DQG3URGXFHU3ULFH33
  
6XQIORZHU 3&   
33   
6XJDUEHHW 3&   
33   
*UDSHV 3&   
33   
&HUHDOV 3&   
33   
%HHI 3&   
33   
3RUN 3&   
33   
/DPE 3&   
33   
3RXOWU\ 3&   
33   
0LON 3&   
33   
(JJVWKRX 3&   
33   
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TXDOLW\SURGXFWVDQGFRQVLVWHQWVXSSO\WZRDUHDVLQZKLFK0ROGRYDZLWKIHZH[HPSWLRQV
LVQRWFRPSHWLWLYH
6LQFHLQGHSHQGHQFH0ROGRYDVLJQHGDIUHHWUDGHDJUHHPHQWZLWKFRXQWULHVDQ
DJUHHPHQWIRUSDUWQHUVKLSDQGFROODERUDWLRQZLWK(8DQGFXUUHQWO\LVQHJRWLDWLQJWKH:72
PHPEHUVKLS7KHGHYHORSPHQWRIH[WHUQDOUHODWLRQVUHSUHVHQWLQJDQLPSRUWDQWDVSHFWIRU
DJUDULDQUHIRUPV
,Q-DQXDU\LQ0ROGRYDZHUHRIILFLDOO\OLEHUDOL]HGSULFHVRQWKHPRVWRIWKH
FRQVXPHUJRRGV,WLVGLIILFXOWWRFKRRVHWKHSULFHVVRLWFRXOGDWWHQGERWKWKHPDUNHW
VWDELOL]DWLRQDQGDVVXUHDFRUUHVSRQGLQJOHYHORISURGXFHU¶VLQFRPH,QJHQHUDOWKH‡VKRFN
PRGHO·RISULFHOLEHUDOL]DWLRQKDVEURXJKWDKXJHDPRXQWRIH[WHUQDOGHEWVDQGLQVWDELOLW\LQ
ORFDOPDUNHW
’XULQJWKHWUDQVLWLRQDQLQFUHDVHLQSURGXFWLRQFRVWVRYHUWKHSURGXFHUSULFHFDQEH
HDVLO\QRWLFHGHVSHFLDOO\ZKDWFRQFHUQOLYHVWRFNSURGXFWV7KHSURGXFWLRQFRVWVRIPHDW
SURGXFWVDUHWLPHVKLJKHUWKDQWKHLUSURGXFHUSULFHVZKLFKHYHQWXDOO\PDNHVKLJKO\
XQSURILWDEOHWKHLUSURGXFWLRQDQGFRPSOHWHO\H[SODLQVLWVFRQWLQXRXVGHFUHDVH)RUPLON
HJJVSRXOWU\IUXLWVDQGEHUULHVWKHSURGXFWLRQFRVWVDUHVOLJKWO\KLJKHUWKDQWKHSURGXFHU
SULFHVEXWWKHJDSVHHPVWRGHFUHDVHRYHU\HDUV
3ULFHVWDELOL]DWLRQEDVHGRQWKHLQWHUQDWLRQDODYHUDJHSULFHVRYHUWKHODVW\HDUVFRXOG
UHSUHVHQWWKHRSSRUWXQLW\FRVWIRUWKHORQJSHULRGRIH[SRUWV%XWWKHJHQHUDOWHQGHQF\RI
WKHDJULFXOWXUDOSURGXFWVSULFHVRQWKHZROGPDUNHWLVLQGHFOLQH,IWKHDYHUDJHZROGSULFHLV
WDNHQDVDUHIHUHQFHWKHIROORZLQJLVQHFHVVDU\WRFRQVLGHUWKHVXSSRUWRISURFHVVRI
DJULFXOWXUHPRGHUQL]DWLRQLQRUGHUWRDYRLGWKHKLJKSURGXFWLRQFRVWHVWDEOLVKPHQWRIOR\DO
PDUNHWFRQGLWLRQVWRSUDFWLFHDFRPSDUDEOHDJULFXOWXUHZLWKWKRVHRIGHYHORSHGFRXQWULHVLQ
RUGHUWRDFKLHYHDFRPSDUDWLYHDGYDQWDJH
/DQGUHIRUP
2QHRIWKHPRVWFRQWURYHUVLDOLVVXHVWKDWWKHILUVWWDVNRIDJULFXOWXUDOUHIRUPZKLFKLV
WKHHOLPLQDWLRQRIWKHVWDWHPRQRSRO\RQRZQHUVKLSRIODQGVWLOOUHPDLQVXQVROYHG
7KHODQGUHIRUPVWDUWHGLQ-DQXDU\DORQJZLWKHQDFWPHQWRI/DQG&RGHEXW
ZHQWYHU\VORZO\GXULQJWKHWUDQVLWLRQSHULRG7KHILUVWHIIRUWRIODQGSULYDWL]DWLRQZDVGRQH
LQHDUO\¶VZKHQWKRXKDLQDQGWKRXKDLQZHUHJLYHQWRWKH
SRSXODWLRQLQIRUPRIKRXVHKROGSORWV7KHQIROORZHGSHULRGRIVWDJQDWLRQDOPRVWIRUIRXU
\HDUVGXHWRPDQ\GUDZEDFNVLQWKHOHJLVODWLRQDQGEXUHDXFUDWLFFRQVWUDLQWV6WDUWLQJZLWK
WKHSURFHVVUHFHLYHGDQHZLPSXOVHZKHQ&RQVWLWXWLRQDO&RXUWFDQFHOHGUHVWULFWLRQRQ
ODQGEX\LQJVHOOLQJWUDQVDFWLRQVDQGWKHQDFFHOHUDWHGVLJQLILFDQWO\LQ
0RUHWKDQPLOOLRQRIWKHSUHVHQWDQGIRUPHUVWDWHDQGFROOHFWLYHIDUPZRUNHUV
DQGUXUDOFLWL]HQVKDYHWKHULJKWWRODQGRZQHUVKLSZLWKWKHDYHUDJHVL]HRIDERXW
KHFWDUHV$WWKHEHJLQQLQJRIRQO\RIDJULFXOWXUDOODQGWKRXVDQGKD
ZHUHE\LQGLYLGXDOVHFWRUWKRXVDQGKDKRXVHKROGSORWVDQGWKRXVDQGKD
LQGHSHQGHQWSHDVDQWIDUPVWKHUHPDLQHGZHUHFRQWUROOHGE\YDULRXVODUJHVFDOH
HQWHUSULVHVZKLFKLQWKHLUHVVHQFHUHSUHVHQWWKHVDPHVWDWHFROOHFWLYHVWUXFWXUHV7KXV
WKHVWDWHPHQWWKDWRI0ROGRYDQODQGLVLQSULYDWHSURSHUW\LVH[DJJHUDWHG,VVXDQFH
RIODQGWLWOHVKDVMXVWFUHDWHGDQLOOXVLRQDERXWWKHFRQWLQXDWLRQRIWKHUHIRUPVLQWKH
FRXQWU\VLGH7KHVWDWHUHWDLQVRIDJULFXOWXUDOODQGLQDUHVHUYHIXQGZKLFKLVJLYHQ
LQOHDVHWRSURGXFHUV
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU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7KH‡/DQG·SURMHFWZKLFKLVLPSOHPHQWHGZLWKWKHWHFKQLFDODVVLVWDQFHRI86$,’LV
WKHPDLQSURMHFWGHDOLQJZLWKODQGSULYDWL]DWLRQDQGDJULFXOWXUDOHQWHUSULVHVUHVWUXFWXULQJ
3URMHFWVWDUWHGLQVSULQJIROORZLQJDQLQWHUJRYHUQPHQWDODJUHHPHQWEHWZHHQ0ROGRYD
DQGWKH86$DQGEHJDQLWVDFWLYLW\ZLWK‡0DLDN·HQWHUSULVH7KHSURMHFWLVRSHUDWLQJ
WKURXJKWKH&HQWHUIRU3ULYDWH%XVLQHVV5HIRUPV&3%5LQFORVHFRRSHUDWLRQZLWKWKH
0LQLVWU\RI3ULYDWL]DWLRQDQG$GPLQLVWUDWLRQRI6WDWH3URSHUW\7KHFRPPHQFHPHQWRIWKH
SURMHFWIROORZVWKHPDLQREMHFWLYHRIHODERUDWLRQRIWKHPHWKRGRORJ\RISULYDWL]DWLRQDQG
UHVWUXFWXULQJRIDJULFXOWXUDOHQWHUSULVHVZLWKWKHILQDOJRDOEHLQJODQGDQGSURSHUW\
GLVWULEXWLRQ$WWKHHQGRISLORWVWDJHHQWHUSULVHVZHUHSULYDWL]HGWKRXVDQGKDRI
ODQGDQGSURSHUW\ZRUWKRIPLOOLRQOHLZHUHGLVWULEXWHG
,QRUGHUWRDFFHOHUDWHWKHSDWKRIUHIRUP*RYHUQPHQWDGRSWHGWKH1DWLRQDO‡/DQG·
3URJUDPIRUSULYDWL]DWLRQDQGUHVWUXFWXULQJRIDJULFXOWXUDOHQWHUSULVHV7KHSURJUDPLV
LPSOHPHQWHGE\&3%5WRJHWKHUZLWK%RR]$OOHQDQG+DPLOWRQDQG(DVW:HVW,QVWLWXWH
RI0DQDJHPHQWFRPSDQLHVWKDWSURYLGHWHFKQLFDODQGFRQVXOWDWLYHVXSSRUW
3UHVHQWO\HQWHUSULVHVSUHVHQWHGWKHLUUHTXHVWVRIMRLQLQJWKH1DWLRQDO3URJUDP
DQGRIWKHPDOUHDG\FRQFOXGHGFRQWUDFWVRISDUWLFLSDWLRQ%XWODQGDQGSURSHUW\
GLVWULEXWLRQKDVEHHQWHPSRUDOO\VXVSHQGHGGXHWRKXJHGHEWVRIDJULFXOWXUDOHQWHUSULVHV
$VORQJDVWKHODZRQHQWHUSULVHVUHVWUXFWXULQJLVDFWLYHWKHSURSHUW\GLVWULEXWLRQFDQQRW
WDNHSODFH7KHODZVRQEDQNUXSWF\DQGHQWHUSULVHVUHVWUXFWXULQJDUHQRWHIILFLHQWXQGHUWKH
FUHDWHGVLWXDWLRQ,PSOHPHQWDWLRQRIEDQNUXSWF\SURFHGXUHVZLOOWDNHPRQWKVRUHYHQ\HDUV
EXWWKHH[LVWLQJODZVFRQFHUQLQJHQWHUSULVH¶GHEWVDUHHQFRXUDJLQJWKHPWRFRQWLQXHGHEW
DFFXPXODWLRQ6LQFHWKHSURFHGXUHVVWLSXODWHGE\WKHODZGRHVQRWDOORZWKHDFFHOHUDWLRQRI
DJUDULDQUHIRUPLWLVDEVROXWHO\QHFHVVDU\WRDGRSWDQHZODZZKLFKZRXOGKDYHJUHDWHU
LPSDFW2QO\DIWHUFRPSOHWLQJWKHUHIRUPVWKHHQWHUSULVHV¶GHEWVZLOOEHDXWRPDWLFDOO\
FDQFHOHG$VWKHQHZODZZRXOGKDYHWHPSRUDOO\FKDUDFWHUWKHHQWHUSULVHVZLOOEH
VWLPXODWHGWRVWDUWDQGILQLVKWKHUHIRUPVSURFHVVZLWKLQWKHWLPHVWLSXODWHGLQWKH1DWLRQDO
3URJUDP%XWWKHPRVWLPSRUWDQWIDFWRULVWKDWWKHQHZODZZRXOGVWLPXODWHFUHDWLRQRIQHZ
HQWHUSULVHVEDVHGRQSULYDWHSURSHUW\DQGLQVXUHWKHOLTXLGDWLRQRIWKRVHKDYLQJKXJHGHEWV
7KHODQGZLOOEHSULYDWL]HGYHU\VRRQDQGWKHQGLVWULEXWHGWRWKHIDUPHUV7KLVLV
LQGHHGDYHU\LPSRUWDQWGHYHORSPHQWLQWKHKLVWRU\RIWKHFRXQWU\ZKLFKZRXOGKDYH
FRQVHTXHQFHVQRWRQO\IRUWKHSHRSOHGLUHFWO\LQYROYHGEXWDOVRIRUWKHFRXQWU\DVD
ZKROH,QWKHHQGDQHZJURXSRISHRSOHZRXOGHPHUJHLQWKHHFRQRP\7KHVHSHRSOH
ZLWKWKHWLPHZLOOEHFRPHPRUHDQGPRUHUHVSRQVLEOHIRUHQVXULQJWKHGHYHORSPHQWRI
WKHDJULFXOWXUDOVHFWRUIRUWKHHFRQRPLFKHDOWKDQGIXWXUHEHQHILWRIWKHFRXQWU\¶V
HFRQRP\7KXVLVERWKIRUWKHIDUPHUVLQWHUHVWVDQGIRUWKHEHVWLQWHUHVWVRIWKHQDWLRQ
WKDWWKHSULYDWHIDUPHUVVHFWRULVIXOO\VXSSRUWHGDQGHQFRXUDJHG$JUDULDQUHIRUPVDUH
QRWFRPSOHWHGMXVWDWWKHVWDJHRIODQGGLVWULEXWLRQEXWDUHFRQWLQXLQJZLWKSURSHUW\
FRQVROLGDWLRQPRGHUQL]DWLRQRIHFRQRPLFDQGSURGXFWLRQVWUXFWXUHV:KDWZLOOKDSSHQ
WRWKHQHZODQGRZQHUVDQGKRZZLOOWKH\RUJDQL]HWKHLUZRUNZLWKLQWKHFUHDWHG
LQIUDVWUXFWXUH")DUPHUVIDFHWKHVLWXDWLRQZKHQWKH\QHHGWREHFRPSHWHQWDQGVNLOOHG
7KH\DUHQRZUHVSRQVLEOHIRUPDNLQJWKHLURZQSROLF\DERXWZKDWLWLVQHFHVVDU\WR
SURGXFHKRZLWZLOOEHDFFRPSOLVKHGZKHUHDQGKRZWRVHOOWKHILQDOSURGXFW7KLVLVD
QHZH[SHULHQFHRIWKHQHZO\HPHUJHGIDUPHUVDQGQRWHYHU\IDUPHULVDEOHWRSHUIRUP
WKHVHUROHVHTXDOO\ZHOO7KHGLYLVLRQRIODQGLQWRVPDOOSULYDWHIDUPVZKLFKDUHWKHQ
VXEGLYLGHGLQWRVPDOOHUSORWVEDVHGRQGLIIHUHQWFURSVKDVVHYHUDODGYDQWDJHV–PRUH
HPSOR\PHQWPRUHIDLUGLVWULEXWLRQRILQFRPHDQGZLGHUKRPHPDUNHWIRUWKH
PDQXIDFWXULQJVHFWRU+RZHYHUVPDOOKROGLQJVPXVWDOVREHFDSDEOHWRIDFHRWKHU
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21
UHTXLUHPHQWVDVZHOO,WLVHVVHQWLDOWRFRQVLGHUWKHHIIHFWVRIODQGUHIRUPRQDJULFXOWXUDO
SURGXFWLRQERWKIRUH[SRUWDQGIRULQFUHDVLQJIRRGSURGXFWLRQ$WSUHVHQWGD\WKH
IDUPHUVFDQQRWJHWKHOSWKH\QHHG1HLWKHUORFDODXWKRULWLHVRUWKH*RYHUQPHQWDJHQFLHV
DUHDEOHWRJLYHWKHVXSSRUWWKH\QHHGGXHWRWKHLURZQVFDUFLW\RIUHVRXUFHVDQGWKH
SUREOHPLQYROYHGLQSK\VLFDOO\GHDOLQJZLWKVRPDQ\WKRXVDQGVRIVPDOOIDUPXQLWV
FRPSDULQJWRWKHVPDOOQXPEHURIIRUPHUFROOHFWLYHXQLWV([SHUWVIURPYDULRXVILHOGV
ZKRZRUNHGLQWKHIRUPHUV\VWHPQHHGWREHUHWUDLQHGLQRUGHUWRGHDOZLWKWKHHQWLUHO\
FKDQJHGHQYLURQPHQWZKLFKSULYDWHIDUPHUVIDFHVLQFHQRZWKHLUH[SHULHQFHFDQKDUGO\
EHDSSOLHGWRWKHQHZFLUFXPVWDQFHV
$VDVROXWLRQWRWKHFUHDWHGSUREOHP7$&,6SURMHFW$VVLVWDQFHWR5HIRUPWKH
$JULFXOWXUH6XSSRUW6\VWHPHODERUDWHGWKHGUDIWRIWKHODZRQFRRSHUDWLRQLQDJULFXOWXUH
ZKLFKZRXOGEHKRSHIXOO\DSSURYHGE\WKH3DUOLDPHQWWLOOWKHHQGRIWKHFXUUHQW\HDU
3UHVHQWODZSXWVDVWUHVVRQFRQVWLWXWLQJDQGIXQFWLRQLQJRIDJULFXOWXUDOVHUYLFHFR
RSHUDWLYHVVXFKDVSURFHVVLQJFROOHFWLQJWUDQVSRUWLQJDQGVWRUDJLQJVRUWLQJDQGWUDGLQJ
WKHDJULFXOWXUDOSURGXFWLRQHWF
7KHLGHDRIWKHFUHDWLRQRIVHUYLFHFRRSVLVEDVHGRQWKHH[SHULHQFHRIFRRSV
GHYHORSPHQWLQVRPHRI(XURSHDQFRXQWULHV,UHODQG’HQPDUN+ROODQG)UDQFH
*HUPDQ\HWF2IFRXUVHDOOWKHVHFRXQWULHVDGRSWHGWKHLURZQPRGHOWDNLQJLQWRDFFRXQW
VSHFLILFFLUFXPVWDQFHVRIHDFKFRXQWU\7KHFRRSHUDWLRQDWWKHYLOODJHOHYHOZRXOGEHRQH
VROXWLRQWRXVHWKHH[LVWLQJLQIUDVWUXFWXUHLQRUGHUWRLQFUHDVHIDUPHUV
HIILFLHQF\
1HYHUWKHOHVVGHFLVLRQVDERXWWKHRUJDQL]DWLRQRIWKHQHZIDUPHUVDFWLYLW\GHSHQGVHQWLUHO\
RQWKHRZQZLOO
6HYHQ\HDUVSDVVHGDQGWKHDJUDULDQSROLF\ZDVEDVHGRQWKHDVVXPSWLRQWKDW
DJULFXOWXUDOJURZWKLVHQVXUHGE\UDSLGWHFKQLFDOFKDQJHVDOORFDWLQJIHZUHVRXUFHVIRUWKH
UXUDOGHYHORSPHQWKHDYLO\WD[LQJLISRVVLEOHDQGJHWWLQJWKHDJULFXOWXUDORXWSXWVFKHDSO\
WRVXSSRUWLQGXVWULDOGHYHORSPHQW1RZKRSHIXOO\WKHSROLF\PDNHUVXQGHUVWDQGWKDW
DJULFXOWXUHFDQQRWEHQHJOHFWHGVLQFHLWLVDGHTXDWHO\SURYLGLQJHPSOR\PHQWRSSRUWXQLWLHV
PDWHULDOVPDUNHWVDQGVDYLQJVWRWKHLQGXVWU\
7KHIDFWWKDWDJURLQGXVWULDOVHFWRUIDFHVFHUWDLQSUREOHPVGRHVQRWLQLWVHOIMXVWLI\WKH
JRYHUQPHQWLQWHUYHQWLRQLWRQO\LGHQWLILHVWKHSRWHQWLDODUHDIRULW$QDQDO\VLVRIWKH
DSSURSULDWHSROLF\IRU0ROGRYDQDJULFXOWXUHPXVWWKHUHIRUHEHJLQE\LGHQWLI\LQJIDFWRUV
ZKLFKOHGWRWKHFXUUHQWFULVHVDQGWKHLQVWUXPHQWVWKH*RYHUQPHQWFRXOGXVHWRUHPHG\WKH
VLWXDWLRQ
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21 
’RPHVWLFWUDGHDQGVHUYLFHV
’RPHVWLFWUDGH
7KHHFRQRPLFGHFOLQHDORQJ
ZLWKWKHGHFUHDVHRIWKHSXUFKDVLQJ
SRZHURISRSXODWLRQDQGWKHVOLGHRI
GRPHVWLFWUDGHLQWRWKHXQRUJDQL]HG
PDUNHWHVVHQWLDOO\FDXVHGDIDOOLQ
GRPHVWLFWUDGH,QWKHJURVV
GRPHVWLFVDOHVLQUHDOWHUPVDPRXQWHG
WRDERXWELOOLRQOHLDGURS
3XEOLFFDWHULQJKDVDVWDEOHVKDUHRI
LQJURVVGRPHVWLFVDOHV
7KHVKDUHRIIRRGVWXIIVLQUHWDLO
VDOHLVFRQVWDQWO\JURZLQJIURP
LQWRLQ7KHGHFOLQH
LQUHDOVDOHVRIIRRGPHUFKDQGLVHVZDV
ODUJHUWKDQRIQRQIRRGJRRGV
’XULQJWKLVWLPHSULFHVRIIRRGV
LQFUHDVHGWLPHVDQGRQO\
WLPHVRIQRQIRRGLWHPV
7KHDQDO\VLVRISHUFDSLWDVDOHV
VXJJHVWVWKDWVDOHVRQWKHRUJDQL]HG
PDUNHWDPRXQWWRRQO\RIWKH
WRWDO,WLVKDUGWRFRQFHLYHWKDW
DYHUDJHSHUFDSLWD\HDUO\VDOHVFRPH
WRRQO\NLORJUDPVRIPHDW
JUDPVRIILVKJUDPVRIEXWWHU
DQGVRRQ7KHVKDUHRIRUJDQL]HG
WUDGHLQIDFWWKHSDUWWD[HGE\WKH
VWDWHLVSHUPDQHQWO\GLPLQLVKLQJ
GHVWUR\LQJDQ\KRSHRIJHWWLQJPRUH
EXGJHWUHYHQXHVIURPWKLVVHFWRU
ZKLFKLVWKHPRVWSURILWDEOHDWWKH
PRPHQW
5XUDOSRSXODWLRQZKLFK
FRQVWLWXWHVRIWKHWRWDOKHOG
RIWKHWRWDOWUDGHLQDQG
RQO\LQ7KLVFRQILUPVWKH
IDFWWKDWUXUDOSRSXODWLRQLVJHWWLQJ
SRRUIDVWHU
7KHVWUXFWXUHRIUHWDLOWUDGHLVVKLIWLQJWRZDUGVSULYDWHVHFWRUIURPLQ
WRLQ6LPXOWDQHRXVO\WKHPL[HGVHFWRULVJURZLQJ
7KHQXPEHURISXEOLFUHWDLOWUDGHXQLWVGHFUHDVHGIURPLQWRLQ
ZKLOHRISULYDWHRQHVLQFUHDVHGIURPLQWRLQ,WLV
LPSRUWDQWWRQRWLFHWKDWWKHDYHUDJH\HDUO\YROXPHVROGE\RQHHQWHUSULVHLQWKHSXEOLF
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6WUXFWXUHRIUHWDLOVDOHV
5HWDLOWUDGH 3XEOLFFDWHULQJVHWDLOVDOHVE\JURXSVRIJRRGV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)RRGV 7RWDO 1RQIRRG
5HWDLOVDOHVSHUFDSLWDO
8QLW   
0HDW NJ   
)LVK NJ   
%XWWHU NJ   
9HJHWDORLO NJ   
(JJV SLHFH   
6XJDU NJ   
3RWDWRHV NJ   
9HJHWDEOHV NJ   
)UXLWV NJ   
9RGND OLWHUV   
%UDQG\ OLWHUV   
&KDPSDJQH OLWHUV   
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21
VHFWRUGLGQRWFKDQJHLQUHDOWHUPVWKRXVDQGOHLLQSULFHVZKLOHLQWKH
SULYDWHVHFWRULWGHFUHDVHGIURPWKRXVDQGOHLLQWRWKRXVDQGOHLLQ
RQO\OHLSHUPRQWK–ZKLFKLVLQFUHGLEOH7KLVVXJJHVWVDERXWFRQFHDOLQJRIUHDO
GDWDRQFRPPHUFLDOWXUQRYHU
LQWKHSULYDWHVHFWRU
$SRVLWLYHWHQGHQF\RI
GLPLQLVKLQJUHWDLOVWRFNVIURP
GD\VVDOHVFRYHUDJHLQ
WRGD\VLQLV
PDUNHG2Q2FWREHU
WKHUHWDLOPHUFKDQGLVH
LQYHQWRULHVZHUHHVWLPDWHGDW
PLOOLRQOHLDQGPDUNHGD
WZRSHUFHQWUHGXFWLRQ
FRPSDUHGWRWKHVDPHSHULRG
RI,WHQVXUHVDGD\
UHVHUYH’RPHVWLFWUDGH
EHFRPHPRUHIOH[LEOHDQG
UHVSRQVLYHWRGHPDQG
$FFRUGLQJWRWKHGDWD
SUHVHQWHGE\WKH’HSDUWPHQW
RI6WDWLVWLFDODQG6RFLRORJLFDO
$QDO\VLVFRPPRGLWLHVZLWKD
QHWZRUWKRIPLOOLRQOHL
ZHUHVROGGXULQJILUVWWKUHHTXDUWHUVRIGHFOLQHLQUHDOWHUPVFRPSDUHGWRWKH
VDPHSHULRGRI7KLVFDQEHH[SODLQHGE\WKHGHWHULRUDWLRQRISXUFKDVLQJSRZHU
RIWKHSRSXODWLRQVDODU\DUUHDUVIRUEXGJHWVSKHUHHPSOR\HHVHQRUPRXVSHQVLRQGHEWV
FRQWLQXRXVHFRQRPLFGHFOLQHDQGHPHUJLQJRILQIODWLRQDU\WHQGHQFLHV7KHSULYDWH
VHFWRUDFFRXQWHGIRURIWKHWRWDOVDOHVWKHSXEOLFVHFWRU–DQGWKHPL[HG
VHFWRU
6HUYLFHV7KHYROXPHRIVHUYLFHVUHQGHUHGIRUIHHVWRWKHSRSXODWLRQLQFUHDVHGLQ
QRPLQDOWHUPVIURPPLOOLRQ
OHLLQWRPLOOLRQOHL
LQ7KHGHFOLQHLQUHDO
WHUPVLQWKHDPRXQWRIUHQGHUHG
VHUYLFHVLVGHHSHUWKDQLQUHWDLO
FRQVWLWXWLQJIRUWKHJLYHQ
SHULRG7KHVWUXFWXUHRI
VHUYLFHVKDVDOVRPRGLILHG
&RQVHTXHQWO\WKHVKDUHRI
VRFLDOVHUYLFHVLQWKHWRWDO
GHFUHDVHGIURPLQWR
LQRIXWLOLWLHV
LQFUHDVHGIURPWRDQGRIFRPPXQLFDWLRQVURVHIURPWRSHUFHQW
5HODWLYHO\VWDEOHUHPDLQHGWKHVKDUHRIWUDQVSRUWDWLRQ
5HWDLOVDOHVE\W\SHVRISURSHUW\WKRXVDQG/HL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SXEOLF SULYDWH PL[HG
(YROXWLRQRIVHUYLFHVLQUHDOWHUPV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2WKHU
5HVWLQJ
KRXVHV
7RXULVP
(GXFDWLRQ
.LQGHU
JDUGHQV
3XEOLF
XWLOLWLHV
&RPPXQLF
DWLRQ
7UDQVSRUWDW
LRQ
6RFLDO
&RQVXPHUSULFHLQGH[LQVHUYLFHV
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VHUYLFHVWRWDO VRFLDO WHOHFRPXQFDWLRQV SXEOLFXWLOLWLHV FXOWXUH KHDOWK

5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21 
7KHLQIODWLRQDQGJUDGXDOFRQYHUJHQFHRIGRPHVWLFDQGLQWHUQDWLRQDOSULFHV
FKDQJHGLQDGLIIHUHQWPDQQHUWKHSULFHVRIJRRGVDQGVHUYLFHV7KXVWKHODUJHVW
LQFUHDVHZDVH[SHULHQFHGLQXWLOLWLHV–WLPHVWUDQVSRUWDWLRQ–WLPHVFXOWXUH
DQGFRPPXQLFDWLRQ–WLPHV7KHSULFHRIVHUYLFHVVRDUHGWLPHVRYHUDOO
7KHSXEOLFVHFWRULVGRPLQDQWZKHQWDNLQJLQWRDFFRXQWWKHGLYLVLRQE\W\SHRI
SURSHUW\PLOOLRQOHLLQDQGPLOOLRQOHLLQ7KLVLVPDLQO\GXHWR
XWLOLWLHVWUDQVSRUWDWLRQDQGFRPPXQLFDWLRQV,WVVKDUHLQWRWDOVHUYLFHVFRQVWLWXWHG
LQDQGLQ7KHVKDUHRISULYDWHVHFWRUUHPDLQHGYLUWXDOO\
XQFKDQJHGDWPLOOLRQOHLLQDQGPLOOLRQOHLLQ+RZHYHUWKH
PL[HGVHFWRUHPHUJHGDFFRXQWLQJIRURUPLOOLRQOHLLQ
’XULQJILUVWWKUHHTXDUWHURIVHUYLFHVZHUHUHQGHUHGYDOXHGDWPLOOLRQ
OHLWKURXJKDOOWKHFKDQQHOV7KLVZDVORZHUWKDQLQWKHVDPHSHULRGRILQ
FRPSDUDWLYHSULFHV7KHVKDUHRISXEOLFVHUYLFHVVHFWRUDPRXQWHGWRRIWKHWRWDO
VHUYLFHVRIWKHSULYDWHVHFWRUWRDQGRIWKHPL[HG–WR
,WLVQHFHVVDU\WRVROYHWKHSUREOHPVUHODWHGWRWKHLPSOHPHQWDWLRQRIDPRGHUQ
PDUNHWRULHQWHGV\VWHPRIWUDGHDQGVHUYLFHVUDWLRQDOSRVLWLRQLQJLQWKHWHUULWRULHVRI
UHWDLOVDOHDQGVHUYLFHHQWHUSULVHVUHQRYDWLRQRIDFFRXQWDELOLW\RIVHFWRUV¶HQWHUSULVHVWR
VWDWLVWLFDORIILFHVHQVXULQJIXQFWLRQLQJRIOHJLVODWLRQUHODWHGWRFRQVXPHUSURWHFWLRQ
7KH*RYHUQPHQWVKRXOGILQGDZD\WRDWWUDFWWKHUHWDLOVDOHDQGWKHVHUYLFHVV\VWHPLQWR
WKHIRUPDOVHFWRURIWKHHFRQRP\VRLWZRXOGEHFRPHOLDEOHWRWD[DWLRQ
)RUHLJQ7UDGH
*OREDOL]DWLRQRIWKHZRUOGHFRQRP\RSHQLQJRIDQXPEHURIHFRQRPLHVWR
LQWHUQDWLRQDOIORZVRIJRRGVVHUYLFHVFDSLWDOODERUIRUFHDQGLQIRUPDWLRQFUHDWHVRQ
RQHKDQGDEVROXWHO\QHZHFRQRPLFRSSRUWXQLWLHVSUDFWLFDOO\QRWDFKLHYDEOHLQSUHYLRXV
\HDUVRQWKHRWKHUKDQGULVHVWKHGHSHQGHQFHDQGWKHYXOQHUDELOLW\WRH[WHUQDOVKRFNV
7KHH[WHUQDOWUDGHRIWKH5HSXEOLFRI0ROGRYDVXIIHUHGDQXPEHURIPRGLILFDWLRQVVLQFH
REWDLQLQJWKHLQGHSHQGHQFH8QIRUWXQDWHO\VRPHRIWKHVHFKDQJHVFDQQRWEHUHJDUGHG
DVSRVLWLYH7KHGHJUHHRIRSHQQHVVRIWKHHFRQRP\RI0ROGRYDEHLQJFDOFXODWHGDV
WKHUDWHRIH[WHUQDOWUDGHWR*’3JUHZXS%\WKLVLQGLFDWRUUHDFKHG
7KHWUDGHEDODQFHZRUVHQHGERWKLQQRPLQDODQGLQUHDOWHUPVUHDFKLQJLWVPLQLPDO
YDOXHRIPLOOLRQOHLLQ
%\WKHPRPHQWRIREWDLQLQJWKHLQGHSHQGHQFHWKH*RYHUQPHQWVWRRGIRUD
VWUXFWXUHRIH[SRUWVEHLQJOHVVFRORQLDOPRUHLQGXVWULDOL]HGZLWKDODUJHUVKDUHRI
6HUYLFHVE\W\SHVRISURSHUW\ WK/HL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
0L[HG
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2WKHU
5HVWLQJ
KRXVHV
+HDOWK
(GXFDWLRQ
3XEOLF
XWLOLWLHV
&RPPXQLF
DW
7UDQVSRUWD
WLRQ
6RFLDO
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21
ILQLVKHGIRUFRQVXPSWLRQJRRGV7KHUHDOLW\GLVSOD\VDQLQFUHDVHRIDJURLQGXVWULDO
FRPSOH[¶VH[SRUWVLQWRWDOH[SRUWVIURPLQWRLQ7KLVLQFUHDVHV
WKHHFRQRPLFGHSHQGHQFHRIWKHHFRQRP\RQFOLPDFWHULFIDFWRUV$SRVLWLYHWHQGHQF\
RIGLPLQLVKLQJVKDUHRIHQHUJ\UHVRXUFHVIURPPRUHWKDQLQWRLQ
DQGWH[WLOHVIURPWRHPHUJHG$ODUJHVKDUHRILPSRUWHGIRRGVLVRID
FHUWDLQFRQFHUQHVSHFLDOO\VLQFHLWZDVEHOLHYHGWKDW0ROGRYDKDVDFRPSDUDWLYH
DGYDQWDJHLQWKLVILHOG
*HRJUDSKLFVWUXFWXUHRILPSRUWVVKLIWHGWKHVKDUHRILPSRUWVIURP&,6IHOOIURP
LQWRLQZKLOHIURPWKHUHVWRIWKHZRUOGLQFUHDVHG7KLVLV
UHDVRQDEOHVLQFH0ROGRYDLVRSHQLQJWRQHZSDUWQHUV
,QFUHDVLQJVKDUHRILPSRUWVIURP5XVVLDLVDODUPLQJIRUWKHHFRQRPLFVHFXULW\
IURPLQWRDOPRVWLQ7KHILQDQFLDOFULVLVLQ5XVVLD$XJXVW
JHQHUDWHGDVKRFNLQGHPDQGIRU0ROGRYDQH[SRUWV7KLVOHGWRDGUDPDWLFIDOOLQ
0ROGRYDQH[SRUWVDQGWKHFHVVLRQRISURGXFWLRQRIVRPH0ROGRYDQHQWHUSULVHV7KXVLQ
6HSWHPEHU2FWREHUWKHH[SRUWRIIUXLWVDQGYHJHWDEOHVWR5XVVLDDQG%HODUXVZDV
DOPRVWVXVSHQGHG$FFRUGLQJWRWKH0LQLVWU\RI$JULFXOWXUHDQG3URFHVVLQJ,QGXVWU\
H[SRUWRIWKRXVDQGWRQHVRIIUHVKYHJHWDEOHVWKRXVDQGWRQHVRIIUXLWVDQG
WKRXVDQGWRQHVRIJUDSHVLVH[SHFWHGLQ$VRIWKHHQGRI2FWREHURQO\
WKRXVDQGWRQHVRIYHJHWDEOHVRIWKHSODQQHGTXDQWLW\WKRXVDQGWRQVIUXLW
DQGWKRXVDQGWRQHVJUDSHVZHUHDFWXDOO\H[SRUWHG
7KHDQDO\VLVRI0ROGRYD¶VIRUHLJQWUDGHLQUHDOWHUPVLVRILQWHUHVW7KHHYDOXDWLRQ
RIDVDPSOHRIH[SRUWVDQGLPSRUWVRI0ROGRYDLQSULFHVRIWKRXVDQG86GROODUV
UHSUHVHQWHGE\DVHWRIJRRGVRIWRWDOLPSRUWVDQGRIJRRGVRI
WRWDOH[SRUWVVKRZHGWKDWLPSRUWVKDYHULVHQE\ZKLOHWKHH[SRUWVUHPDLQHG
XQFKDQJHGGXULQJ
,WLVJRRGWRQRWLFHWKDWWKHSULFHVRIH[SRUWVJUHZE\ZKLOHRILPSRUWV
E\RQO\DFFRUGLQJWRRXUHVWLPDWLRQVIRUWKHJLYHQSHULRGRIWLPH+RZHYHUWKLV
LVQRWUHVXOWLQJIURPVRPHSROLF\RILQFUHDVLQJHIILFLHQF\RI0ROGRYDQH[SRUWVEXW
IURPWKHIDFWWKDWDWWKHEHJLQQLQJ0ROGRYDQH[SRUWVZHUHVROGDWFRQVLGHUDEOHORZHU
SULFHVWKDQWKHZRUOGSULFHV7KHVSRQWDQHRXVHQWHULQJLQWRWKHPDUNHWHFRQRP\
IRUFHV0ROGRYDWRDFFRPPRGDWHWRLQWHUQDWLRQDOGHPDQGSULFHVDQGVWDQGDUGV
7KHVXUYLYDORI0ROGRYDQHFRQRP\UHTXLUHVDQXUJHQWHODERUDWLRQDQG
LPSOHPHQWDWLRQRIHFRQRPLFDQGRUJDQL]DWLRQDOPHDVXUHVIRUH[SDQGLQJWKHPDUNHW
H[SRUWLQJ0ROGRYDQJRRGVWRQRQWUDGLWLRQDOGLUHFWLRQV$IUR$VLDQFRXQWULHVIRU
H[DPSOHZKHUHWKHWHPSVRISRSXODWLRQJURZWKLVPXFKKLJKHUWKDQWKHJURZWKRIWKHLU
DJURDOLPHQWDU\VHFWRU0ROGRYDDOVRUHTXLUHVDVVLVWDQFHIURPLQWHUQDWLRQDOHFRQRPLF
LQVWLWXWLRQVWRILJKWWKHUHVXOWVRIWKHFXUUHQWFULVLVQHJRWLDWLRQRIVRPHIDFLOLWLHVIRUWKH
0ROGRYDQH[SRUWVWRWKH(8HYHQWHPSRUDU\RQHV
([FKDQJHUDWHDQGFRXQWU\¶VIRUHLJQWUDGH,WLVZHOONQRZQWKDWWKHUHVXOWRI
IRUHLJQDFWLYLW\RIDFRXQWU\GHSHQGVRQLWVFXUUHQF\H[FKDQJHUDWHLHQHWH[SRUWV
GHSHQGRQWKHUHDOH[FKDQJHUDWH
7KHVLPSOHVWGHILQLWLRQRIWKHUHDOH[FKDQJHUDWHHLVHTXDOWRWKHQRPLQDOH[FKDQJH
UDWHHPXOWLSOLHGE\WKHUDWLRRIWKHGRPHVWLFSULFHOHYHO3GWRWKHIRUHLJQSULFHOHYHO3I
H H3G3I
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21 
7KHH[SRUWLVPRUHFRQYHQLHQWZKHQUHDOH[FKDQJHUDWHLVVPDOOHULHWKHQHW
H[SRUWVDUHDIXQFWLRQRIWKHUHDOH[FKDQJHUDWH7KHUHIRUHLWLVQRUPDOWRH[SHFWDQ
H[SRUWERRVWDVDUHVXOWRIWKH0ROGRYDQOHXGHSUHFLDWLRQ%XWWKHHIILFLHQF\RIVXFK
PHDVXUHVIRUWKH5HSXEOLFRI0ROGRYDVKRXOGEHSUXGHQWO\HVWLPDWHG
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(YROXWLRQRIH[WHUQDOWUDGHPLOOLRQ
,PSRUWV ([SRUWV 7UDGHEDODQFH
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7UDGHEDODQFHE\FRXQWULHVPLOOLRQ
5XVVLD
8NUDLQH
*HUP
5RPDQ
2WKHU
&,6
2WKHU
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2WKHU 0HWDOV 7H[WLOHV &KHPLFD
O
(QJHQHHULQJ )XHO
*HRJUDSK\RILPSRUWV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2WKHU
2WKHU&,6
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8NUDLQH
5XVVLD
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PLOOLRQ







     
2WKHU (QJHQHHULQJ 7H[WLOH /LYHVWRFN 3ODQWV )RRGV
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21
’DWDIURPWKH1DWLRQDO%DQNRI0ROGRYDVKRZWKDWVLQFHLWVLQWURGXFWLRQOHX
GHSUHFLDWHGE\DSSUR[LPDWHO\LQQRPLQDOWHUPV%XWLQUHDOWHUPVOHX
HVVHQWLDOO\DSSUHFLDWHGVHHFKDSWHUQHJDWLYHO\LPSDFWLQJQHWH[SRUWV
7KHUHDUHVHYHUDOFDXVHVIRUWKLVFRQWUDGLFWRU\SKHQRPHQRQRIHYROXWLRQRIWKH
QDWLRQDOFXUUHQF\UDWHLQUHDODQGQRPLQDOWHUPV2QHRIWKHPLVWKHLQWHUQDODQGH[WHUQDO
SULFHHTXDOL]DWLRQWHQGHQF\DVDUHVXOWRISULFHOLEHUDOL]DWLRQDQG0ROGRYD¶VGLUHFW
SDUWLFLSDWLRQRQWKHLQWHUQDWLRQDOPDUNHWV7KXVWKHWDEOHEHORZVKRZVDUHODWLYHO\IDVWHU
LQFUHDVHLQWKHSULFHVRIH[SRUWV
$QRWKHUFDXVHLVWKHORFDOSV\FKRORJ\RIDGDSWDWLRQRISULFHVWRWKHFKDQJHVLQ
QRPLQDOH[FKDQJHUDWHRIWKHFXUUHQF\+LJKLQIODWLRQDU\HQYLURQPHQWLQ0ROGRYDLQ
HDUO\UHVXOWHGLQDVXEFRQVFLRXVDGDSWDWLRQRIWKHSRSXODWLRQWRFRQYHUWHYHU\WKLQJ
LQWR86GROODUVHYHQZKHQWKHDFWXDOWUDQVDFWLRQVZHUHH[SUHVVHGLQQDWLRQDOFXUUHQF\
7KHSRSXODWLRQJRWXVHGWRFRQVLGHUWKHDYHUDJHVDODU\WREH86’*’3FORVHWR
WZRELOOLRQGROODUVDORDIRIEUHDGDERXWFHQWVDN:K–DQLFNHODSDLURIVKRHV
86’RIERRWV–86’DQGVRRQ
$OPRVWRIPHUFKDQGLVHVDUHVROGRQWKHQRQRUJDQL]HGPDUNHWZKLFKLV
H[WUHPHO\UHFHSWLYHWRFKDQJHVLQWKHQRPLQDOH[FKDQJHUDWH,WLVHQRXJKIRUWKHQRPLQDO
H[FKDQJHUDWHWRFKDQJHDQGLWLPPHGLDWHO\LPSOLHVFKDQJHVLQSULFHVRQWKHGRPHVWLF
PDUNHW7KLVSKHQRPHQRQEHFDPHTXLWHHYLGHQWLQ1RYHPEHUZKHQWKHSULFHVDUH
EHLQJFKDQJHGGDLO\LQDFFRUGDQFHZLWKWKHH[FKDQJHUDWH5HODWLYHO\OHVVHODVWLFDUH
SULFHVIRUIRRGHQHUJ\DQGVHUYLFHV,QIRUPXODWKHGHSUHFLDWLRQRIWKHQRPLQDO
H[FKDQJHUDWHHLPSOLHVDPRUHUDSLGULVHLQGRPHVWLFSULFHV3GWKHQWKHGLPLQXWLRQRIH
+HQFHWKHUHDOH[FKDQJHUDWHLQFUHDVHV
Hp3GnnHn
7KHUHDUHVHYHUDOPRUHFDXVHVRIWKHUHDODSSUHFLDWLRQRIWKHH[FKDQJHUDWH,W
PD\EHFDXVHGIRULQVWDQFHE\VWDWH¶VHFRQRPLFSROLF\0DFURWH[WVFRQWDLQDQXPEHU
RIH[DPSOHVZKHQWKHVWDWHE\VWLPXODWLQJWKHHFRQRP\WKURXJKWD[FXWVRULQFUHDVHG
JRYHUQPHQWVSHQGLQJJHQHUDWHVDGHFUHDVHLQGRPHVWLFVDYLQJVUHVXOWLQJLQDQLQFUHDVH
RIWKHH[FKDQJHUDWH7KHLQYHVWPHQWSURPRWLRQDQGGRPHVWLFPDUNHWVSURWHFWLRQ
SROLFLHVGRPHVWLFVDYLQJVUHGXFWLRQWKHFDVHRI0ROGRYDKDYHDVLPLODUHIIHFWRQWKH
UHDOH[FKDQJHUDWH
$QH[SODQDWLRQRIHYROXWLRQRIWKHWUDGHEDODQFHDQGLWVFRPSRQHQWVLVUHTXLUHG
LQWKHVHFRQGLWLRQV7KHFRUUHODWLRQPHWKRGLQGLFDWHGWKHIROORZLQJUHODWLRQVKLSIXQFWLRQ
EHWZHHQQHWH[SRUWVDQGUHDOH[FKDQJHUDWHIRU0ROGRYD
1;H H5 
7KLVEDVLFDOO\VKRZVWKDWWKHLQFUHDVHLQWKHUHDOH[FKDQJHUDWHE\RQHSHUFHQW
UHVXOWHGLQD86’PLOOLRQUHGXFWLRQRIQHWH[SRUWVLQSULFHV86’PLOOLRQ
LQSULFHVZKLOHWKHUHDOH[FKDQJHUDWHRIWKH0ROGRYDQOHXJUHZE\
1HWH[SRUWVPD\EHGLYLGHGLQWRLWVFRPSRQHQWV–LPSRUWVDQGH[SRUWVLQRUGHUWR
VWXG\WKHLUHODVWLFLW\WRFKDQJHVLQWKHH[FKDQJHUDWH7KHVDPHPHWKRGJDYHWKH
IROORZLQJUHODWLRQVKLSEHWZHHQWKHUHDOH[FKDQJHUDWHH[SRUWV(;DQGLPSRUWV
,03
(;H H5 
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21 
,03H H5 
,PSRUWH[SRUWDQGQHWH[SRUWLQUHDOWHUPV
DVIXQFWLRQVRIUHDOH[FKDQJHUDWHRIOHX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5HDOH[FKDQJHUDWH
,PSRUW ([SRUW 1HW([SRUW
7KHEDVLFUHVXOWLVDQDSSUHFLDWLRQRIWKHUHDOH[FKDQJHUDWHE\RQHSHUFHQW
JHQHUDWHVDGRXEOHLQFUHDVHLQLPSRUWVFRPSDUHGWRH[SRUWVERWKFDOFXODWHGLQ
QRPLQDOWHUPV)XUWKHUPRUHLPSRUWVKDYHDELJFRQVWDQWFRPSRQHQWRIHQHUJ\
UHVRXUFHV6LPLODUFDOFXODWLRQVIRUUHDOH[FKDQJHUDWHVKRZDQLQVLJQLILFDQWGHFOLQHLQ
H[SRUWV86’PLOOLRQDQGDQLQFUHDVHLQLPSRUWV86’PLOOLRQ+RZHYHUWKH
UHVXOWVDUHTXLWHXQVWDEOHVLQFH5VTXDUHGDUHLQDGPLVVLEOHORZ%RWKFDVHVIRU
QRPLQDODQGUHDOWHUPVFDOFXODWLRQVGLVSOD\DJUHDWHUHODVWLFLW\WRWKHH[FKDQJHUDWH
IOXFWXDWLRQVRILPSRUWVFRPSDUHGWRH[SRUWV
4XHVWLRQDIWHUDVHYHQWLPHVLQFUHDVHE\WKH1%0RIWKHPRQH\VXSSO\0LQ
WKHODVWIRXUDQGDKDOI\HDUVZRXOGLWEHHIILFLHQWWRGHSUHFLDWHWKHH[FKDQJHUDWHLQ
RUGHUWRVXSSRUWWKHIRUHLJQWUDGH"
$QVZHU
 7KHGHYDOXDWLRQRIWKH0ROGRYDQOHXWDNHVSODFHLQWKHFRQGLWLRQVRI
LQIODWLRQDU\H[SHFWDWLRQV7KHUHIRUHGRPHVWLFSULFHVDUHULVLQJUHVXOWLQJLQD
UHDOUDWHDSSUHFLDWLRQ7KXVGRPHVWLFJRRGVDUHQRWEHFRPLQJFKHDSHUDQG
WKLVFDQQRWVWLPXODWHH[SRUWV
 (YHQSHUIRUPLQJDUHDOH[FKDQJHUDWHGHYDOXDWLRQWKH1%0ZRXOGPRVW
OLNHO\GLVFRXUDJHLPSRUWVLQVWHDGRIHQFRXUDJLQJH[SRUWVDQGWKLVLVZRXOGEH
DSRVLWLYHUHVXOW
 6XFKDSROLF\KRZHYHUZRXOGJHQHUDWHDQLQFUHDVHLQSULFHVIRUHQHUJ\
UHVRXUFHVUHODWLYHWRGRPHVWLFJRRGVKDYLQJDQXQIDYRUDEOHLPSDFWRQWKH
HQWLUHHFRQRP\
 ([SRUWSURPRWLRQSROLF\EDVHGRQQDWLRQDOFXUUHQF\GHSUHFLDWLRQLVDVKRUW
UXQVROXWLRQDQGLWFDQQRWEHLPSOHPHQWHGLQWKHORQJUXQ
 $UDSLGJURZWKRILQIODWLRQZRXOGUHGXFH0ROGRYD¶VHFRQRP\UDWLQJZKLFK
ZRXOGEHFRPHOHVVVWDEOHDQGOHVVDWWUDFWLYHIRUIRUHLJQLQYHVWRUV
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21 
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21 
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21
&RQFOXVLRQ,WLVFHUWDLQWKDWWKH1%0LVDEOHWRPDQLSXODWHWKHOHXH[FKDQJH
UDWHERWKWRZDUGVDSSUHFLDWLRQDQGGHSUHFLDWLRQLQRUGHUWRVWDELOL]HWKHEDQNLQJV\VWHP
+RZHYHUWKHSRVLWLYHHIIHFWVRIWKHVHPHDVXUHVDWWKHPDFURHFRQRPLFOHYHOZRXOGQRW
EHVLJQLILFDQW
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WKH8NUDLQHEXWWKHFHUWLILFDWHVRIRULJLQRISURGXFWLRQDUHIDNHGZLWKWKHLQWHQWLRQRI
WDNLQJDGYDQWDJHIURPWKHIUHHWUDGHDJUHHPHQWEHWZHHQ5RPDQLDDQG0ROGRYD
:LWKLQWKHLQYHVWLJDWLRQDFRPSDUDWLYHDQDO\VLVRI0ROGRYDQDQG5XVVLDQ
VRXUFHVRILQIRUPDWLRQUHJDUGLQJH[SRUWLPSRUWRSHUDWLRQVZDVDFFRPSOLVKHG7KH
GDWDZDVFRPSDUHGRQDVHOHFWHGQXPEHURIJRRGVDFFRXQWLQJIRURI0ROGRYD¶V
LPSRUWVDQGRILWVH[SRUWV7KHDQDO\VLVGLVFORVHGHVVHQWLDOGLVFUHSDQFLHV7KXV
WKHGLVFUHSDQF\UHDFKHGIRULPSRUWVDQGIRUH[SRUWV,WLVHYLGHQWWKDWWKLV
GHJUHHRIGHYLDWLRQVFDQQRWEHH[SODLQHGE\7UDQVQLVWULD¶VVKDUHLQ0ROGRYD¶V
LQWHUQDWLRQDOWUDGH,QWHUPVRIWKLVVHOHFWHGJURXSRIJRRGVWKHEXGJHWORVVHV
DFFRXQWHGIRUPLOOLRQOHLUHVXOWLQJIURPQRQSD\PHQWRI9$7ORVVHVFDXVHGE\
QRQSD\PHQWRIH[FLVHVRQO\IRUZLQHVDFFRXQWHGIRUPLOOLRQOHL,WLVLPSRUWDQWWR
QRWLFHWKDWDVHULHVRIJRRGVUHJLVWHUHGLQ0ROGRYDDVH[SRUWHGFLJDUHWWHV
FKDPSDJQHZHUHQRWUHJLVWHUHGLQ5XVVLDZKLFKDOORZHGWKHH[SRUWHUVWRDYRLG
SD\PHQWRIH[FLVHV
$FFRUGLQJWR0ROGRYDQVRXUFHVWKHSULFHEXWRIH[SRUWHG‡YRGND·SUDFWLFDOO\
FRLQFLGHVZLWKWKHSULFHRIWKHLPSRUWHG‡YRGND·5XVVLDQVRXUFHVVKRZDWULSOHG
SULFH7KHLPSRUWRI0ROGRYDQZLQHLQ5XVVLDDFFRUGLQJWRWKH5XVVLDQVRXUFHRI
GDWDLVDOPRVWWZLFHELJJHUWKDQWKDWUHFRUGHGLQ0ROGRYDQVRXUFHWKHSULFH
‡LQFUHDVLQJ·E\
7KHDEVHQFHRIWHPSRUDU\FXVWRPVEHWZHHQ7UDQVQLVWULDDQGWKHRWKHUSDUWRI
0ROGRYDDQGH[LVWHQFHRIWZRILVFDOV\VWHPVRQWKLVWHUULWRU\JHQHUDWHFRQVLGHUDEOH
ORVVHVIRUWKH0ROGRYDQEXGJHW7KHDEVHQFHRI9$7OHY\LQJRQWKHWHUULWRU\RI
7UDQVQLVWULDLPSOLHVWKHIDFWWKDWPDQ\LPSRUWHGJRRGVSDVVWKHFXVWRPVDW7UDQVQLVWULD
WKHQWUDQVLWWRWKHULJKWEDQNRIWKHULYHU1LVWUXWKHQEHLQJVKRZQDVSURGXFHGRQWKH
WHUULWRU\RI0ROGRYD7KXVWKHVHJRRGVDUHDYRLGLQJSD\PHQWRI9$7DQGDUH
HQJHQGHULQJDQXQIDLUFRPSHWLWLRQWRORFDOJRRGV
7REDFFRFRPSOH[$VDQDSSURDFKRIPHDVXULQJWKHVFDOHRIWKHEODFNPDUNHW
FDQEHXVHGWKHDQDO\VLVRIGLVFUHSDQF\EHWZHHQSURGXFWLRQDQGGLVWULEXWLRQRIWREDFFR
SURGXFWV7KLVPHWKRGZDVSURSRVHGE\WKH1RUZHJLDQ,QVWLWXWHRI6RFLDO$SSOLHG
6FLHQFHVDQGZDVXVHGE\WKH&HQWUDO6WDWLVWLFDO%XUHDXRI/DWYLD:LWKLQRXU
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21
LQYHVWLJDWLRQDQDWWHPSWKDVEHHQPDGHWRHVWLPDWHWKHPLQLPDOYROXPHRIVKDGHG
WUDQVDFWLRQVLQWKHWREDFFRLQGXVWU\
$FFRUGLQJWRWKHRIILFLDOVWDWLVWLFVRI0ROGRYDELOOLRQFLJDUHWWHVZHUH
SURGXFHGLQ)URPWKHPWKHUHZHUHH[SRUWHGELOOLRQRIWREDFFRSURGXFWV
PLOOLRQWR1,6RUELOOLRQFLJDUHWWHVDQGWRRWKHUFRXQWULHV
PLOOLRQRUELOOLRQFLJDUHWWHV7KHUHZHUHUHJLVWHUHGDVLPSRUWHGPLOOLRQ
ELOOLRQFLJDUHWWHV6WDWLVWLFDOGDWDLQDORQJUXQVKRZWKDWWKHFRQVXPSWLRQRI
FLJDUHWWHVLQWKH5HSXEOLF0ROGRYDUHDFKHVELOOLRQFLJDUHWWHV7KHEDODQFHLVWKH
IROORZLQJ
ELOOLRQSLHFHVELOOLRQSLHFHVELOOLRQSLHFHVELOOLRQSLHFHV
ELOOLRQSLHFHVELOOLRQSLHFHVE\ELOOLRQSLHFHV
7KHVHPRUHWKDQELOOLRQFLJDUHWWHVPD\PHDQHLWKHUXQUHFRUGHGLPSRUWRU
XQGHFODUHGSURGXFWLRQ,QERWKFDVHVWKLVPHDQVWKDWWKHEXGJHWRI0ROGRYDLQFXUUHG
DERXWPLOOLRQOHLLQORVVHV7KLVLVDPLQLPDOHVWLPDWLRQEHFDXVHDFFRUGLQJWRVRPH
VRXUFHVWKHLPSRUWRIFLJDUHWWHVDPRXQWVWRDERXWELOOLRQSLHFHV,QWKLVFDVHWKH
GLVFUHSDQF\FRXOGFRQVWLWXWHELOOLRQRIFLJDUHWWHVDQGLQFRPHFRQVHTXHQWO\ELJJHU
)URPWKHRWKHUVLGHDFFRUGLQJWRWKHRIILFLDOVWDWLVWLFVRI0ROGRYDWKHUHWDLOVDOH
RIFLJDUHWWHVLQDPRXQWHGWRPLOOLRQOHLDERXWPLOOLRQFLJDUHWWHV7KLV
PHDQVWKDWWKHUHFRUGHGVDOHRIFLJDUHWWHVHTXDOVWRRQO\RIWKHWRWDODPRXQW
2Q2FWREHUDFRPPRQDJUHHPHQWIRUILJKWLQJVPXJJOLQJEHWZHHQ
WKHFXVWRPVHUYLFHRI0ROGRYDDQG&HUQDXWLUHJLRQWKH8NUDLQHZDVVLJQHG(YHQ
LIWKLVLVDSRVLWLYHPRPHQWVWLOODERXWRIWKHVWDWHERUGHUDUHQRWXQGHU
FRQWURO,QWKH5HSXEOLFRI0ROGRYDSUDFWLFDOO\WZRFXVWRPWHUULWRULHVH[LVW$Q
DGMXVWLQJRIWKHH[LVWLQJLQVWLWXWLRQDOV\VWHPWRWKHFXUUHQWVLWXDWLRQLQWKHFRXQWU\
LVQHHGHG7KHWHUULWRU\RIWKHULJKWEDQNRIU1LVWUXVKRXOGEHFDPHDQGLVWLQFW
FXVWRPWHUULWRU\IRUWKHIORZVRIJRRGVEXWDOORZLQJIUHHPRYHPHQWRI
SRSXODWLRQ
$VROXWLRQRIWKHSUREOHPRILOOLFLWH[SRUWLPSRUWGHPDQGVDVHWRIPHDVXUHV
DGMXVWHGWRWKHUHDOVLWXDWLRQ
xLPPHGLDWHGLVORFDWLRQRIDWHPSRUDU\FXVWRPVVHUYLFHEHWZHHQ7UDQVQLVWULDDQG
WKHRWKHUSDUWRI0ROGRYD
xFXVWRPV¶UHIRUP
xDWWUDFWLQJRIIRUHLJQVSHFLDOLVWVSDLGRXWRIWHFKQLFDODVVLVWDQFHIXQGVDVVLJQHG
WRGHFLVLRQPDNLQJSRVLWLRQVLQFXVWRPVVWUXFWXUH
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21 
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21
 3RZHUHQHUJ\FRPSOH[7KHODFNRIDFRPSHWLWLYHHQYLURQPHQWDQGH[LVWLQJV\VWHP
RIJUDQWLQJFRPSHQVDWLRQVWRSURGXFHUVLPSOLHVWKHJURZWKRIVKDGRZWUDQVDFWLRQVLQWKLV
FRPSOH[DVZHOODVRYHUSULFLQJ7KHJURZWKRIHOHFWULFLW\ORVVHVVKDUHFDQEHFRQVLGHUHGDV
DVLJQDORIH[SDQVLRQRIHPEH]]OHPHQW/RVVHVRIHOHFWULFLW\LQWKH5HSXEOLFRI0ROGRYDDUH
FRPSDUDEOHDQGVRPHWLPHVH[FHHGWKHLUSURGXFWLRQLQWKHWHUULWRU\RIWKHULJKWEDQNRIU
1LVWUX7KHVKDUHRIORVVHVDQGHPEH]]OHPHQWVJUHZXSIURPRIWKHWRWDOFRQVXPSWLRQ
LQWRLQDPRXQWLQJWRDERXWWKRXVDQGOHLSHUGD\EDVHGRQVRPH
HVWLPDWHVRUPLOOLRQOHLDQQXDOO\$FFRUGLQJWRLQWHUQDWLRQDOVWDQGDUGVDYHUDJHORVVHV
LQWKHSRZHUGLVWULEXWLRQQHWZRUNDFFRXQWVIRURIWKHWRWDOFRQVXPSWLRQ,QWKH
5HSXEOLFRI0ROGRYDWKLVVKDUHFDQQRWEHH[SODLQHGMXVWE\WKHREVROHWHHTXLSPHQWLWLV
FDXVHGDOVRE\VSUHDGRIHPEH]]OHPHQWV7KHVHORVVHVFDQEHREVHUYHGLQJHRJUDSKLFDO
GLIIHUHQWLDWLRQ7KXVLQWKHILUVWVHPHVWHURIWKHVKDUHRIORVVHVLQWKHHOHFWULFSRZHU
QHWZRUNDPRXQWHGWRLQ&KLœLQXLQWKHFHQWHURI0ROGRYDLQWKH
1RUWK–1RUWK:HVWDQGLQWKH6RXWKRI0ROGRYD
,IWKHJURZWKLQSULFHVIRUHQHUJ\GXULQJWKH*UHDW(FRQRPLF’HSUHVVLRQLPSOLHGD
UHVWUXFWXULQJRIWKHHFRQRP\WRZDUGVSURGXFWLRQRIOHVVHQHUJ\LQWHQVLYHJRRGVDQGDVD
UHVXOWDWZRIROGGHFUHDVHRIFRQVXPSWLRQRIHQHUJ\SHUXQLWRI*’3WKHQLQWKH5HSXEOLF
RI0ROGRYDWKHFRQVXPSWLRQRIHQHUJ\SHUXQLWRI*’3LQFUHDVHGGXULQJWKHODVWWKUHH
\HDUVE\7KHGHEWVRIWKHHQHUJ\VHFWRUJUHZTXLFNO\
6ROXWLRQRIWKHHQHUJ\FRPSOH[SUREOHPVLPSOLHVVXFKPHDVXUHVDV
x UHVWUXFWXULQJRIWKHFRPSOH[LQFOXGLQJHQKDQFLQJGHEWVFROOHFWLRQGLVFRQQHFWLRQRI
FRQVXPHUVZKRDUHQRWSD\LQJIRUHQHUJ\XVDJH
x SULYDWL]DWLRQRIWKHHQWHUSULVHVRIWKHHQHUJ\FRPSOH[
x HODERUDWLRQDQGDSSURYDORIDVHWRIFOHDUH[DFWWUDQVSDUHQWDQGSUHGLFWDEOHUXOHV
UHJDUGLQJWKHRSHUDWLRQVRIWKHHQWHUSULVHVRIWKHHQHUJ\FRPSOH[FRQVLGHUHGQDWXUDO
PRQRSROLVW
x DIWHUSULYDWL]DWLRQLWLVQHFHVVDU\WKDWWKHVWDWHDVVXPHVGHEWVRIWKHVHFWRUDQG
UHVFKHGXOHVWKHPLQVXFKDZD\VRWKDWWKH\GRQRWLPSDFWRQWKHIXWXUHSULFLQJLQWKH
FRPSOH[
x VKLIWLQJIURPWKHV\VWHPRIVXEVLGL]LQJHQHUJ\SURGXFHUVWRWKHV\VWHPRIGLUHFW
VXEVLGL]LQJIRUWKHYXOQHUDEOHSDUWVRISRSXODWLRQ
$EURDGPDWHULDOIRUWKH
DQDO\VLVLVFRQWDLQHGLQ
+RXVHKROGV¶%XGJHW6XUYH\
PDGHE\WKH’HSDUWPHQWRI
6WDWLVWLFDODQG6RFLRORJLFDO
$QDO\VLVXQGHUWKHWHFKQLFDO
DQGILQDQFLDODVVLVWDQFHRIWKH
:RUOG%DQN$FFRUGLQJWRWKH
GDWDRIWKHRSLQLRQSROOLQ
WKHGHFLOHUDWLREXW
EHWWHUVD\TXLQWLOHUDWLRRI
WKHLQFRPHVRIRIWKHULFKHVWSRSXODWLRQLVPRUHWKDQWLPHVELJJHUWKDQWKHLQFRPHV
RIWKHSRRUHVWRIWKHSRSXODWLRQ–E\LQFRPHVDQGE\GLVSRVDEOHLQFRPH
7KHVWUXFWXUHRIWKHVHLQFRPHVVKRZVWKDWDVWKHLQFRPHJURZVWKHVKDUHRILQFRPHVIURP
DJULFXOWXUHGLPLQLVKHVDQGWKLVVRXQGVORJLFDO,IZHDSSO\DEVROXWHYDOXHVDQGWDNHWKHVH
GDWDLQOHLSHUSHUVRQWKHSLFWXUHFKDQJHVHVVHQWLDOO\7KXVLQFRPHVIURPDJULFXOWXUHLQWKH
ILIWKVTXLQWLOHWKHULFKHVWRQHH[FHHGWKHVDPHLQGLFDWRUIRUWKHILUVWTXLQWLOHWKHSRRUHVW
6WUXFWXUHRIGLVSRVDEOHLQFRPHVE\TXLQWLOHVRI
H[SHQGLWXUHV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5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21 
RQHE\PRUHWKDQWLPHV7KDWLVWRVD\LQPRVWSDUWLQFRPHVRIWKHULFKHVWSRSXODWLRQ
FRPHHVSHFLDOO\IURPWKHZRUNLQDJULFXOWXUH7KLVLVGRXEWIXO
0RUHVXVSLFLRXVLVWKHVLWXDWLRQLQWKHVRFLDOLQGHPQLWLHV$VVRRQDVLQFRPHJURZV
WKHVKDUHRIVRFLDOLQGHPQLWLHVGLPLQLVKHVDQGWKLVPDNHVVHQVH$WWKHVDPHWLPHWKHVXP
RIWKHVRFLDOLQGHPQLWLHVSHUSHUVRQLV
DOPRVWWLPHVELJJHULQIDPLOLHVZLWK
WKHPD[LPXPOHYHORILQFRPHV7KH
PRVWVRFLDOEHQHILWVHQMR\VWKHULFKHVW
SRSXODWLRQZKLFKLVDQXQIDLUVRFLDO
V\VWHP7KHVLWXDWLRQLVHVSHFLDOO\
GLIILFXOWLQWKHFDVHRIIDLOXUHRIWKH
ILVFDOSROLF\LQWKH5HSXEOLFRI
0ROGRYD
$FFRUGLQJWRWKHPHWKRGRORJ\
RIWKH+RXVHKROGV%XGJHW6XUYH\
WKHUHVSRQGHQWVPXVWFRPSOHWHWKHILOHVUHJDUGLQJLQFRPHVDQGH[SHQGLWXUHVRIWKH
KRXVHKROGLQRUGHUWREDODQFHWKHLQFRPHVDQGH[SHQGLWXUHVRIWKHKRXVHKROG$QGWKH
LQLWLDOGLVFUHSDQF\EHWZHHQLQFRPHVDQGH[SHQGLWXUHVVKDOOEHH[SODLQHGE\JLIWVDQGORDQV
$OOUHVSRQGHQWVRIWKHVXUYH\ZHUHJURXSHGLQTXLQWLOHVIURP,WLOO97KHUHZHUH
VHOHFWHGDOOKRXVHKROGVZKLFKUHFHLYHLQFRPHVIURPWKHDJULFXOWXUDOVHFWRUDQGWKH\ZHUH
GLYLGHGLQWKHSXEOLFDQGSULYDWHVHFWRUDQGWKHVDPHZDVGRQHZLWKWKHQRQDJULFXOWXUDO
VHFWRU
,QWKHSLFWXUHZHFDQFOHDUO\VHHWKHJURZWKRIH[SHQGLWXUHVIRUHYHU\JRRG
VLPXOWDQHRXVO\ZLWKWKHLQFUHDVHRIDWLQFRPHV7KHFRPSDULVRQRIH[SHQGLWXUHVSHUFDSLWD
VKRZVWKDWWKHH[SHQGLWXUHVIRUWKHSULPDU\JRRGVIRRGVFORWKHVVKRHVDUHDOPRVWWKH
VDPH1HYHUWKHOHVVWKHH[SHQGLWXUHVIRUWKHFRQVXPSWLRQRIPHDWDQGYHJHWDEOHVLQWKH
SULYDWHDJULFXOWXUDOVHFWRUDUHRQDYHUDJHJUHDWHUWKDQLQWKHSXEOLFRQH
7KHH[SHQGLWXUHVIRUFORWKHVDQGVKRHVLQWKHQRQDJULFXOWXUDOSULYDWHVHFWRUDUHRQ
DYHUDJHVPDOOHUWKDQLQWKHSXEOLFVHFWRU7KHVLWXDWLRQFKDQJHVUDGLFDOO\ZKHQRQ
FRPSDUHGWKHOLYLQJVWDQGDUGVPRUHVSHFLILFWKHSUHVHQFHRIQHZYLGHRDXGLRFRQVXPHU
JRRGVUHIULJHUDWRUV7KXVWKHUHDUHRQDYHUDJHPRUHFRORU79PRUHYLGHR
UHFRUGHUVDQGSOD\HUVPRUHUHIULJHUDWRUVSHUFDSLWDLQWKHSULYDWHQRQDJULFXOWXUDO
VHFWRUWKDQLQWKHSXEOLFRQH$QH[FHSWLRQPDNHVWKHDYDLODELOLW\RISULYDWHFDUVDQG
PLQLEXVHVLQKRXVHKROGVGXHWRWKHZLGHVSUHDGSUDFWLFHWRUHJLVWHUWKHVHJRRGVXQGHUWKH
SRVVHVVLRQRIUHWLUHGSDUHQWVZKREHORQJWRLQIHULRUTXLQWLOHVDFFRUGLQJWRWKHLULQFRPHV
(YHQLILWLVVXSSRVHGWKDWWKHHPSOR\HHVRIWKHSXEOLFVHFWRUXQOLNHWKRVHIURPWKH
SULYDWHRQHGRQRWKDYHDQ\XQGHFODUHGLQFRPHVWKHVHIURPWKHSULYDWHVHFWRUKDYLQJ
IRUPDOO\WKHVDPHLQFRPHVSRVVHVDSSUR[LPDWHO\PRUHGXUDEOHJRRGVRULQUHDOLW\
EHORQJWRVXSHULRUTXLQWLOHVE\WKHLULQFRPHV,IZHVXSSRVHWKDWWKRVHIURPWKHSULYDWH
VHFWRUGRKDYHXQGHFODUHGLQFRPHWKHGLVFUHSDQF\ZLOOEHHYHQODUJHU3RVVLEO\WKLVLVRQH
RIWKHUHDVRQVRIXQIDLUQHVVLQWKHVRFLDOVHFWRU
’LVSRVDEOHLQFRPHE\TXLQWLOHVRIH[SHQGLWXUHV
OHLSHUSHUVRQ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5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21 
5HDOVHFWRURIILFLDODQGXQGHUJURXQGHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21
7KHHYDOXDWLRQRIWKHSURSRUWLRQRIWKHVKDGRZHFRQRP\LQWKH5HSXEOLFRI0ROGRYD
RQWKHEDVLVRIDVHWRIPHWKRGVVKRZHGWKDWWKHVKDUHRIVKDGRZHFRQRP\FRPSDUHGWR
WKDWRIWKHIRUPDOHFRQRP\UHDFKHGXSWR6WDUWLQJZLWKWKHQDWLRQDO
HFRQRP\LQFOXGLQJERWKRIILFLDODQGVKDGRZSDUWVVWDUWHGWRJURZ7KHUHDOHFRQRPLF
GHFOLQHLQWKH5HSXEOLFRI0ROGRYDLVUHODWLYHO\OHVVGHHSDQGLWUHDFKHVQRWDVWKH
RIILFLDOVWDWLVWLFVD\VEXWDELWPRUHWKDQ
(YROXWLRQRIRIILFLDOVKDGRZDQGWRWDO*’3
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2IILFLDO*’3 6KDGRZ*’3
$FFRUGLQJWRWKHLQIRUPDWLRQRIWKH’HSDUWPHQWRI)LJKWLQJ(FRQRPLFDQG)LQDQFLDO
&ULPHVGXULQJWKHILUVWQLQHPRQWKVRIRQO\LWUHJLVWHUHGHFRQRPLFFULPHV
PRUHWKDQGXULQJWKHVDPHSHULRGRIODVW\HDUWKHYROXPHRIORVVHVLVHYDOXDWHGXSWR
PLOOLRQOHLPLOOLRQOHLEHLQJUHLPEXUVHG7KHUHZHUHFRPPLWWHGSURSHUW\YLRODWLRQV
PRUHLQFRPSDULVRQZLWKWKHVDPHSHULRGRIILQDQFLDOFULPHVFDVHVRI
WD[HYDVLRQ7KHPDMRUVKDUHRIHFRQRPLFFULPHVWRRNSODFHLQWKHDJULFXOWXUDOVHFWRU
FDVHVDQGLQWKHUDLOZD\V\VWHPFDVHV
2Q2FWREHUWKH3UHVLGHQWVRI0ROGRYD5RPDQLDDQGWKH8NUDLQH–3HWUX
/XFLQVFKL(PLO&RQVWDQWLQHVFXDQG/HRQLG.XFLPDVLJQHGD0HPRUDQGXPIRU&ULPH
3UHYHQWLRQZKLFKIRUHVHHVWDNLQJFRPPRQPHDVXUHVIRUILJKWLQJWHUURULVPDQGLQWHUQDWLRQDO
FULPHLOOHJDORSHUDWLRQVZLWKZHDSRQVH[SORVLYHVWR[LFDQGUDGLRDFWLYHVXEVWDQFHVLOOHJDO
GUXJWUDIILFIDNLQJPRQH\DQGFHUWLILFDWHVHFRQRPLFFULPHV6WLOOWKLVLVQRWVXIILFLHQW7KH
VKDGRZHFRQRP\LVDFRPSOH[SUREOHPZKLFKQHHGVDGHWDLOHGVWXG\E\H[SHUWVLQGLIIHUHQW
ILHOGV(ODERUDWLRQRIDPHWKRGRORJ\RIDVWDWHVWUDWHJ\UHJDUGLQJWKHVKDGRZHFRQRP\
XVLQJWKHLQWHUQDWLRQDOH[SHULHQFHLQWKLVILHOGDQGDUHDOQRWGHFODUDWLYHLQWHQWLRQWRILJKW
WKHHFRQRPLFFULPHDUHQHHGHG
$JUDULDQUHIRUP\HDUVRIDVSLUDWLRQ
&,651RYHPEHU02/’29$,175$16,7,21 
$JUDULDQUHIRUP\HDUVRIDVSLUDWLRQ
7KHGLIILFXOWVLWXDWLRQRIWKHQDWLRQDOHFRQRP\LQWKH¶VLVDQQRQGRXEWIXODUJXPHQW
IRUSRQGHULQJRQWKHHVVHQWLDOWUHQGVRIUHIRUPVLQLWVNH\VHFWRU–DJULFXOWXUH
’XULQJWKHUHFHQW\HDUVDIWHUWKHFRPPHQFHRIWKHODXQFKLQJWKHODVWUHIRUPVVHULRXV
FKDQJHVRFFXUUHGWKDWGHVHUYHWREHVXEMHFWHGWRDUHWURVSHFWLYHDQDO\VLVWKDWPLJKWSURILOHWKH
WUHQGRIWKHSKHQRPHQDDQGHVVHQWLDOSRVLWLYHSURFHVVHVIRUHQFRXUDJLQJWKHPDQGQHJDWLYH
RQHVIRUEHLQJKLQGHUHG
)RUDOOFRXQWULHVDJULFXOWXUHFRQVWLWXWHVWKHPRVWLPSRUWDQWIDFWRUIRUHTXLOLEULXPLQ
KDUPRQL]LQJWKHHFRQRPLFGHYHORSPHQW,QGXVWULDOL]DWLRQZDVSRVVLEOHRQO\ZKHQWKH
DJULFXOWXUHLQFUHDVHGLWVSURGXFWLYLW\DQGIUHHGODERUIRUFHIRURWKHUDFWLYLWLHV7KHDJULFXOWXUH
LVWKHEUDQFKRIPDWHULDOSURGXFWLRQWKDWKDVDVREMHFWLYHWKHSURYLVLRQLQJRIWKHSRSXODWLRQ
ZLWKIRRGSURGXFWVDQGZRUWKLO\FRQVLGHUHGWKHEDFNERQHRIDQDWLRQ
,Q0ROGRYDDJULFXOWXUHZDVDQGVWLOOFRQWLQXHVWREHWKHEDFNERQHRIWKHQDWLRQDO
HFRQRP\,WDFFRXQWVIRUPRUHWKDQRIWKH*’3DQGHQJDJHVKDOIRIWKHHPSOR\HHV
+HLPSRUWDQFHRIWKHDJURIRRGVHFWRULPSRVHVWRILQGDQGSURPRWHDV\VWHPRI
SURGXFWLYHHIILFLHQWDQGFRPSHWLWLYHPHDVXUHV
9LVLRQUHJDUGLQJWKHDJUDULDQUHIRUP7KHVRFLDOHFRQRPLFFKDQJHVWKDWLQWHQVLILHG
LQWKHIRUPHU8665DQGLQWKH5HSXEOLFRI0ROGRYDDIWHUSURGXFHGJUHDW
WUDQVIRUPDWLRQVLQWKHQDWLRQDOHFRQRP\LQFOXGLQJLQWKHDJURIRRGVHFWRU2QHRIWKHPZDV
WUDQVIRUPDWLRQRIWKH5HSXEOLFRI0ROGRYDIURPD‡IORXULVKLQJJDUGHQ·RIWKHIRUPHU8665
LQWRDQLQGHSHQGHQWVWDWHLQWRDQLQWHJUDOHFRQRPLFV\VWHPZKLFKLVREMHFWLYHO\VXEMHFWHGWR
UHIRUPDWLRQ5HIRUPLVWKHQRWLRQXVHGWRGHILQHWKHFKDQJHWKHSROLWLFDOVRFLDOHFRQRPLF
WUDQVIRUPDWLRQUHFHQWO\KDVEHHQXVHGYHU\IUHTXHQWO\E\DOOWKHSHRSOH
7KHHYROXWLRQRIWKHDJULFXOWXUHIURPWKHEHJLQQLQJWRQRZDGD\VLQWKHSHULRGRI
IRUPDWLRQDQGFRQVROLGDWLRQRIWKHVWDWHKRRGRIWKH5HSXEOLFRI0ROGRYDKDVEHHQLQIOXHQFHG
E\UXQQLQJWKRVHWKUHHELJDJUDULDQUHIRUPV&X]D¶VUHIRUPIURPUHIRUPIURP
DQGWKHDJUDULDQUHIRUPIURP
0ROGRYDZKLFKVHUYHGIRUSURYLVLRQLQJWKHQHFHVVDU\DJULFXOWXUDOSURGXFWVREWDLQHG
E\ZD\RISXUFKDVLQJRUFRQILVFDWLRQDVDUHVXOWRIWKH5XVVLDQ7XUNLVKZDUIURP
DQGJRWLQDVWDWHRIHFRQRPLFDOUXLQ
$FFRUGLQJWRWKH&RQYHQWLRQIURP3DULVWKH&RJDOQLFHDQX*RYHUQPHQWUHVXEPLWVWR
WKH3DUOLDPHQWWKHELOO‡5HJDUGLQJWKHUHJXODWLRQRIWKHUXUDORZQHUVKLS·SURPXOJDWHGRQ$XJ
E\WKHUXOHU$OH[DQGUX,RDQ&X]D7KLVRQHZDVWKHPRVWFRXUDJHRXVDQGQRWRULRXV
UHIRUPWKURXJKZKLFKWKHOLEHUW\RIWKHPRVWSRSXODWLRQZDVUHHVWDEOLVKHG7KHSHDVDQWVZKR
UHFHLYHGRZQHUVKLSVWDUWHGWRIDUPLQGXVWULRXVO\WKHLUODQGSORWVZKHUHDVWKHODQGRZQHUV
RUJDQL]HGPRUHUDWLRQDOO\WKHSURGXFWLRQRQWKHUHPDLQHGDUHDV
7KHDJUDULDQUHIRUPIURPFRQWLQXHGWKHWUDQVIRUPDWLRQRIWKHFRXQWU\IURP
VWDWHRIJUHDWODQGRZQHUVLQWRDVWDWHEDVHGRQVPDOOSHDVDQWRZQHUVKLS
$JUDULDQUHIRUP\HDUVRIDVSLUDWLRQ
&,651RYHPEHU02/’29$,175$16,7,21
’LVWULEXWLRQRIODQGWRDOOSHDVDQWVJHQHUDWHGGLVWULEXWLRQRIODQGWRPDQ\ZHHN
HFRQRPLFHOHPHQWVDQGSURYRNHGH[WHQVLRQRIEDVLFDOO\ODERULQWHQVLYHFURSV7KHUHIRUPV
IURPDQGIURPUDQSHDFHIXOO\ZLWKRXWVRFLDOWHQVLRQV
,QWKHSRVWZDUSHULRGDIWHULQWKH0ROGRYDQDJULFXOWXUHFRPPHQFHGWREHUXQ
WKH6RYLHWPRGHORIQDWLRQDOL]DWLRQDQGFROOHFWLYL]DWLRQWKURXJKH[SURSULDWLRQRIIDUPHUVDQG
FRQILVFDWLRQRIODQGDJULFXOWXUDOHTXLSPHQWDQGRIHYHU\WKLQJWKDWZDVLQWKHRZQHUVKLSRIWKH
SHDVDQWV7KHOLIHDQGODERURIWKHSHDVDQWVZDVLQWHQVHO\GHSHUVRQDOL]HGKHQFHWKH\EHFRPLQJ
VODYHVRIWKHLPSHULDOV\VWHP%\WKHVWDWHDQGFROOHFWLYHIDUPVDOOWRJHWKHUZHUH
RSHUDWLQJDQRYHUDOOWKRXVDQGKDZKLFKFRQVWLWXWHGDERXWRIWKHVRZQDUHDV7KH
SULYDWHRZQHUVKLSVKUXQNFRQVLGHUDEO\7KLVUDWLRFRQWLQXHGXQWLOWKHFROODSVHRIWKH
WRWDOLWDULDQUHJLPH
2QFHZLWKWKHWUDQVIRUPDWLRQVRIWKHHFRQRPLFUHODWLRQVZDVWDNLQJSODFHWKHUHIRUPLQ
WKHDJULFXOWXUHRIWKH5HSXEOLFRI0ROGRYDODXQFKHGWKURXJKDGRSWLRQE\WKH3DUOLDPHQWRQ
)HEUXDU\RIWKHFRQFHSWRIWKHDJUDULDQUHIRUPDQGVRFLDOHFRQRPLFGHYHORSPHQWRI
WKHVWDWH
7KHSULQFLSDORULHQWDWLRQRIFKDQJHVLQWKHHFRQRPLFUHODWLRQVKLSVLQWKHUXUDO]RQHZDV
GHPRQRSROL]DWLRQRIVWDWHRZQHUVKLSDQGLQVWLWXWLRQRIHFRQRPLFPHFKDQLVPVEDVHGRQPDUNHW
UHODWLRQVKLSV
7KHDJUDULDQUHIRUPVZHUHODXQFKHGDVDV\VWHPFRPSULVLQJ
x ’HPRQRSROL]DWLRQRIRZQHUVKLSLQFOXGLQJQDWLRQDOL]DWLRQRIWKHDJUDULDQODQGV
x 5HRUJDQL]DWLRQRIWKHDJULFXOWXUDOH[SORLWDWLRQV
x ’LVPDQWOLQJWKHFRPPDQGHFRQRP\V\VWHPFRQVLGHUDEOHUHGXFWLRQRIDUELWUDU\
LQWHUYHQWLRQRIWKHSXEOLFERGLHVLQWKHDFWLYLW\RIWKHDJUDULDQIDUPV
x )RUPDWLRQRISUHPLVHVIRUGHYHORSLQJWKHPDUNHWHFRQRP\UHODWLRQVKLSV
x $GHTXDWHVWXIILQJRIWKHDJURIRRGVHFWRU
x &UHDWLRQDQGPDLQWDLQLQJWKHVRFLDOHTXLOLEULXPLQWKHUXUDOORFDOLWLHVSURYLGLQJIRUVRFLDO
SURWHFWLRQRIWKHSHDVDQWV
7KHDJUDULDQUHIRUPKDVEHHQFRQFHLYHGDVDIXQGDPHQWDOFKDQJHLQWKLVLPSRUWDQW
VHFWRURIWKHQDWLRQDOHFRQRP\6RZKLFKLVWKHSDFHRIUHIRUPVZKHUHGRWKHHIIHFWXDWHG
UHIRUPVOHDGDIWHUWKHODXQFKRIWKHDJUDULDQUHIRUPV"
3URFHVVHVDQGWHQGHQFLHVLQWKHHYROXWLRQRIWKHSURSHUW\VWUXFWXUH7KHSURSHUW\LQ
HVVHQFHH[SUHVVHVWKHUHODWLRQVKLSVDPRQJSHRSOHLQUHODWLRQZLWKWKHJRRGVDQGFRPSULVHVWKH
RYHUDOOHFRQRPLFUHODWLRQVRIRZQHUVKLSSRVVHVVLRQXVDJHDQGGLVSRVDO
7KHRSLQLRQVUHJDUGLQJWKHUROHRIRZQHUVKLSLQWKHHFRQRPLFOLIHGLIIHUVIURPQHJDWLRQ
RIWKHLPSDFWRIWKHRZQHUVKLS‡SURSHUW\LVQRWDQ\ORQJHUWKHJHQHUDOSLFWXUHRIWKHVRFLDO
UHODWLRQVKLSV·

XSWRFRQVLGHULQJWKHGHFLVLYHIDFWRURIDQ\HFRQRPLFV\VWHPXSWRWKH
FRQYLFWLRQWKDWWKHSULYDWHRZQHUVKLS‡FRQVWLWXWHVILUVWRIDOOWKHSUHPLVHVRIPDQLIHVWDWLRQLQ
LWVRZQVSKHUHDQGVHFRQGO\WKHSUHPLVHVRIIUHHFRH[LVWHQFHRILQGLYLGXDOV«·
’LVPDQWOLQJWKHVWDWHPRQRSROLVWLFFHQWUDOL]HGV\VWHPDQGLQVWLWXWLRQRIPDUNHW
HFRQRP\PHFKDQLVPVLQWKHDJURIRRGVHFWRULVSRVVLEOHRQO\WKURXJKHVVHQWLDOFKDQJLQJRI
RZQHUVKLS

&DU*URVODQG7KH)XWXUHRIWKHVRFLDOLVP-RQDWKDQ&DSHS
$JUDULDQUHIRUP\HDUVRIDVSLUDWLRQ
&,651RYHPEHU02/’29$,175$16,7,21 
’HPRQRSROL]DWLRQRIWKHVWDWHSURSHUW\RQODQGODQGUHIRUPKDVEHHQSHUIRUPHGLQ
WZRVWDJHV
2QWKHILUVWVWDJHZKLFKLVSUDFWLFDOO\RYHUHDFKIDPLO\LQWKHUXUDO]RQHKDVEHHQ
WUDQVPLWWHGIRUIUHHLQSULYDWHRZQHUVKLSDWOHDVWKD,IWKHIDPLO\FRPSULVHVPRUHWKDQ
WKUHHPHPEHUVLWZDVGLVWULEXWHGDGGLWLRQDOO\KDSHUHDFKPHPEHURIWKHIDPLO\VWDUWLQJ
ZLWKWKHWKRQHSURYLGHGWKHRYHUDOODUHDIRUDIDPLO\GRHVQRWH[FHHGKD
1RZWKHDUHDRIDGMDFHQWORWVWUDQVPLWWHGLQSULYDWHRZQHUVKLSWRWKHFLWL]HQVRIWKH
5HSXEOLFRI0ROGRYDFRQVWLWXWHVKD
2QWKHVHFRQGVWDJHRIWKHODQGUHIRUPODXQFKHGRQFHZLWKWKHDGRSWLRQRIWKH/DQG
&RGHRQ-DQXDU\LQSULYDWHRZQHUVKLSLVGLVWULEXWHGWKHHTXLYDOHQWODQGVKDUHIURPWKH
RXWVLGHEXLOWRYHUDUHDV
7KHSURFHVVRIODQGVKDUHVGLVWULEXWLRQLVUXQQLQJYHU\GLIILFXOW2Q-DQXDU\WKH
DUHDRIODQGDUHDVGLVWULEXWHGLQWRSULYDWHRZQHUVKLSFRQVWLWXWHGRQO\WKRXVDQGKD
7KHDJURFRPPXQLVW3DUOLDPHQWPDMRULW\DGRSWLQJRQ)HEUXDU\WKH/DZRQ
PRGLILFDWLRQDQGDPHQGLQJWKH/DQG&RGHREYLRXVO\EORFNHGWKHGLVWULEXWLRQRIODQGVKDUHVLQ
NLQG1HYHUWKHOHVVRQ-DQXDU\WKRXVDQGKDRIODQGZHUHGLVWULEXWHGWRSHDVDQWV
7KLVSURFHVVDFFHOHUDWHGDIWHUWKH5HVROXWLRQRIWKH&RQVWLWXWLRQDO&RXUWRIWKH5HSXEOLFRI
0ROGRYDZDVDGRSWHGGDWHG-DQXDU\WKURXJKZKLFKZHUHUHFRJQL]HG
XQFRQVWLWXWLRQDOWKHVWLSXODWLRQVRIWKHSDUDJUDSKRIWKH$UWLFOHDQGSDUDJUDSKRIWKH
$UWLFOHRIWKHPRGLILHG/DQG&RGH0XFKFRQWULEXWHGWRWKHDFFHOHUDWLRQRIODQGUHIRUPWKH
‡/DQG·3URMHFWJHQHURXVO\IXQGHGE\WKH86*RYHUQPHQW
2Q-XO\IURPRXWVLGHEXLOWRYHUDUHDVZHUHWUDQVPLWWHGLQWRSULYDWHRZQHUVKLS
WKRXVDQGKD7KHSULYDWHVHFWRUFRQVWLWXWHGDERXWRIWKHIDUPODQG,QWKH86$IRU
LQVWDQFHPRUHWKDQRIWKHIDUPODQGLVSULYDWH


&RQVLGHUDEOHHIIRUWVKDYHEHHQPDGHWRLPSHGHLIQRWHYHQVWRSWKHSURFHVVRI
GLVWULEXWLRQRIODQGVKDUHVHLWKHUGLUHFWO\RUE\GHYLVLQJREVWDFOHV
)RUWKHEHJLQQLQJLWLVZRUWK\WRPHQWLRQWKDWWKH%DOWLF6WDWHVDVZHOODVWKRVHIURP
(DVWHUQ(XURSHKDYHUHWXUQHGWRIRUPHUODQGRZQHUVDQGWKDW¶VTXLWHQDWXUDO,QWKH5HSXEOLF
RI0ROGRYDWKHODQGLVGLYLGHGWRHYHU\ERG\HTXDOO\ERWKWRLQGXVWULRXVDQGOD]\WRWKRVH
ZKRDUHJRRGJRDQGJHWHUVDQGWKRVHZKRSUHIHUWRH[SHFWVRPHRQHHOVH¶VLQLWLDWLYH
&RQVHTXHQWO\DJRRGGHDORIODQGLWLVHLWKHUQRWIDUPHGRUVHYHUHWHFKQRORJLFDOYLRODWLRQVDUH
DGPLWWHG
:HDOVRQRWHWKDWWKHQRUPVLQFOXGHGLQWKH/DQG&RGHDUHIUHTXHQWO\QHJOHFWHG)RU
LQVWDQFHWKRVHZKRDUHHQWLWOHGWRODQGVKDUHDUHGLVWULEXWHGHTXDOODQGSORWVDQGQRWWKH
HTXLYDOHQWRQHVDVVWLSXODWHGLQWKHOHJLVODWLRQZKLFKZLOOHQJHQGHUFRQIOLFWVLQWKHIXWXUH
7KHVDPHRZQHULVGLVWULEXWHGWKHODQGVKDUHRQWKUHHRUPRUHILHOGVZLWKWKHLQWHQWLRQ
WRSURYLGHIRUIDLUQHVVDPRQJWKHSHDVDQWVRIDORFDOLW\,WLVUHJUHWWDEOHWKHIDFWWKDWWKHODQG
VKDUHVDUHGLVWULEXWHGOLNHWKLVDOVRLQWKHIDUPVZKHUHWKH‡/DQG·3URMHFWLVUXQQLQJ
&RQVHTXHQWO\WKHSURSHUW\RIDSHDVDQWLVFUXPEHGWRRPXFKZKLFKSURYRNHVDGGLWLRQDO
XQMXVWLILHGFRVWV

/DQG2ZQHUVKLSDQG7D[DWLRQ:HVWYLHZ3UHVV
$JUDULDQUHIRUP\HDUVRIDVSLUDWLRQ
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,QPRVWFDVHVWKRVHIHZSORWVDUHGLVWULEXWHGWRHDFKPHPEHURIWKHIDPLO\7KXVWKH
KXVEDQGKROGVODQGSORWVRQILHOGVWKHZLIHRQRWKHUILHOGVDIDFWZKLFKDJJUDYDWHVWKH
VLWXDWLRQHYHQZRUVH,WZRXOGEHSURSHUWRGLVWULEXWHWKHRYHUDOOHTXLYDOHQWODQGVKDUHIRUWKH
ZKROHIDPLO\RQDVROHSODFHDQGRQWKHVDPHILHOG
7KHHFRQRPLFIUHHGRPRIWKHSHDVDQWVDQGVWLPXODWLRQRIWKHLUHQWUHSUHQHXULDODFWLYLWLHV
FDQEHLQVXUHGRQO\E\FUHDWLQJDPDWHULDOEDVLV)RUODQGRZQHUSHDVDQWVWKHPDLQVRXUFHRI
WKHPDWHULDOEDVLVIRUPDWLRQFRQVWLWXWHVWKHSURSHUW\VKDUHGHULYLQJIURPWKHSURSHUW\RIWKH
VWDWHDQGFROOHFWLYHIDUPV7KHODFNRISURGXFWLRQPHDQVDQGWKHGLFWDWHRIWKHSURFHVVLQJ
XQLWVRIDJULFXOWXUDOUDZPDWHULDOVHQJHQGHUVDWRWDOGLVDSSRLQWPHQWDQGJHQHUDWHVDKRVWLOH
DWWLWXGHWRZDUGVWKHDJUDULDQUHIRUP%HLQJDZDUHRIWKLVIDFWHYHQLIWKHUHLVDJRRGGHDORI
5HVROXWLRQVRIWKH3DUOLDPHQWHYHQLIWKHUHLVWKH’HFUHHRIWKH3UHVLGHQWRIWKH5HSXEOLFRI
0ROGRYDHYHQLIWKHUHDUHDORWRIFODLPVIURPWKHSHDVDQWVZKRREWDLQHGWKHHTXLYDOHQWODQG
VKDUHVWKHFRQVHUYDWRU\IRUFHVGRQRWZLVKWRGHQ\WKHSURSHUW\WKDWGRHVQRWEHORQJWRWKHP
2Q’HFHPEHUDFFRUGLQJWRWKHVWDWLVWLFDOEXOOHWLQRQO\RIFLWL]HQVHQWLWOHG
WRSURSHUW\VKDUHVRIWKHDJULFXOWXUDOHQWHUSULVHVUHFHLYHGWKHSURSHUW\VKDUHFHUWLILFDWHV$ERXW
WKRXVDQGRURIWKHPHQWLRQHGFHUWLILFDWHVKDYHEHHQDXWKHQWLFDWHG7KHSURSHUW\
RZQHUSHDVDQWVUHFHLYHGDERXWRIJRRGVIURPZKDWWKH\DUHVXSSRVHGWRUHFHLYHIURPWKH
DJULFXOWXUDOHQWHUSULVHSURSHUW\
$WWKHVDPHWLPHLQHQWHUSULVHVKDYHQRWEHHQGHWHUPLQHGWKHSURSHUW\VKDUHVDQG
DVDUHVXOWWKRXVDQGSHDVDQWVGRQRWNQRZ\HWWKHVL]HRIWKHLUGXHVKDUHVIURPWKHJRRGVRI
WKHDJULFXOWXUDOHQWHUSULVHVWKDWDUHGLPLQLVKLQJ\HDUE\\HDU)RUH[DPSOHRQ-DQXDU\
LQWKHDJULFXOWXUDOHQWHUSULVHVWKHUHZHUHDERXWWKRXVDQGWUDFWRUVZKHUHDVQRZDGD\VWKHLU
QXPEHUVOLJKWO\H[FHHGVWKRXVDQG
3RVVHVVLQJDJULFXOWXUDOPXFKVPDOOHUODQGDUHDVWKDQWKHSXEOLFVHFWRUDOPRVWZLWKRXW
SURGXFWLRQPHDQVWKHSULYDWHVHFWRUSURGXFHVIURP\HDUWR\HDUPRUHDQGPRUHDJULFXOWXUDO
RXWSXW,ILQWKHKRXVHKROGVDQGSHDVDQWIDUPVSURGXFHGRIWKHDJULFXOWXUDORXWSXW
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7KLVIDFWFRQYLQFLQJO\VKRZVWKHSULRULW\RIWKHSULYDWHRZQHUVKLSDQGFRQILUPVWKH
REMHFWLYLW\RIWKHODQGUHIRUPDVZHOODVWKHQHHGWRXUJHWKHSULYDWL]DWLRQSURFHVV
7KHODQGSULYDWL]DWLRQSURFHVVLVLUUHYHUVLEOH,WLVVWUDWHJLFDOO\LPSRUWDQWWRRULHQWDQG
UHDOO\VXSSRUWWKHODQGRZQHUVZKLFKZLOOFRQVWLWXWHWKHEDVLFDUJXPHQWLQSURPRWLQJWKH
DJUDULDQUHIRUP
$OWHUDWLRQVLQRUJDQL]LQJWKHDJULFXOWXUDOXQLWV)RUWKHEHJLQQLQJZHVKDOOPDNHD
VWDWHPHQWRQWKHQXPEHUDQGVWUXFWXUHRIWKHHFRQRPLFDJHQWVLQWKHDJULFXOWXUHRIWKH
5HSXEOLFRI0ROGRYD
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7KHQXPEHURIWKHHFRQRPLFDJHQWVLQDJULFXOWXUHREYLRXVO\LQFUHDVHG7KHLUQXPEHU
URVHGXHWRYHUWLJLQRXVJURZWKRIWKHSHDVDQWIDUPVQXPEHU,WLVZRUWKPHQWLRQLQJWKH
HPHUJHQFHRIQHZIRUPVRIDJULFXOWXUDOXQGHUWDNLQJVVXFKDVOLPLWHGFRPSDQLHVSHDVDQW
IDUPHUDVVRFLDWLRQVDQGRWKHUV
$WSUHVHQWRQHRIWKHPRVWGLVSXWDEOHSUREOHPVLVWKDWUHODWHGWRHYROXWLRQRI
RUJDQL]DWLRQDOVWUXFWXUHV:HVKDOOQRWWU\WRSUHVHQWDQDPSOHDQDO\VLVRIWKHGRFWULQHV,
VKRXOGUHPLQGRQO\WKDWWKHFRQIURQWDWLRQVEHWZHHQWKHDGHSWVRIWKHODUJHSODQWDWLRQV
SUHYDOHQFHDQGVPDOORQHVKDVLWVURRWVFHQWXULHVDJR
,QDJULFXOWXUHWKHVKDUHRIVPDOOIDUPVIURPWKHRYHUDOODFFRXQWVIRURYHULQWKH
)DU(DVWRYHULQ$IULFDDQG/DWLQ$PHULFDRYHULQWKH0LGGOH(DVW,QWKH
DJULFXOWXUHRIDOOGHYHORSHGFRXQWULHVZKRVHQDWLRQDOHFRQRP\LVRULHQWHGWRZDUGVPDUNHW
HFRQRP\IDPLO\IDUPVSUHYDLOFRQVWLWXWHGEDVLFDOO\EDVHGRQSULYDWHRZQHUVKLSRQODQGDQG
SURGXFWLRQPHDQV
7KHEDVLVRISURGXFWLRQRUJDQL]DWLRQLQWKH5HSXEOLFRI0ROGRYDERWKDFFRUGLQJWRWKH
FRQFHSWRIDJUDULDQUHIRUPDQGDFFRUGLQJWRWKHUHDOL]DWLRQVGXULQJWKHUHFHQW\HDUVLVWKH
SHDVDQWIDUPIDPLO\IDUPEDVHGRQDUHDOHFRQRPLFLQGHSHQGHQFH7KHIDPLO\IDUPDFFRUGLQJ
WRPDQ\VSHFLDOLVWVUHSUHVHQWVDIRUPRIRUJDQL]DWLRQZKLFKHQVXUHVSROLWLFDODQGVRFLDO
VWDELOLW\DVZHOODVWKHHFRQRPLFMXVWLFHIRUIDUPHUV,WLVRIWHQPHQWLRQHGWKDWWKHLQVXIILFLHQF\
RIWKHSHDVDQWIDUPIRULPSOHPHQWLQJWKHPRGHUQWHFKQRORJLHV,WLVWUXHWKDWWKHDUHDRIWKH
DUDEOHODQGGLVWULEXWHGWRRQHSHUVRQLQWKH5HSXEOLFRI0ROGRYDFRQVWLWXWHVKD<HWLWLV
QRWOHVVWUXHDOVRWKDWWKHODQGDUHDSHUSHUVRQLQ)UDQFHLV–KDLQ$XVWULD–KDLQ
,WDO\–KDLQ*HUPDQ\–KDRIDUDEOHODQGDQGWKHIDPLO\IDUPVDUHJHWWLQJRQYHU\
ZHOO7KLVGHPRQVWUDWHVWKDWWKHDUJXPHQWLVQRWFRQYLQFLQJ(YHQLQWKHVWDWLVWLFDOEXOOHWLQRI
SXEOLFLQIRUPDWLRQLWLVVWDWHGWKDW‡2QDYHUDJHDIDUPSRVVHVVHVDERXWKDRIZKLFK
KD–DUDEOHODQGKD–RUFKDUGVKD–YLQH\DUGV·ZKLFKGRHVQRWFRPSO\WRUHDOLW\
7KHVHDUHGLPHQVLRQVRIDODQGVKDUH$IDPLO\IURPWKHUXUDODUHDFRPSULVHVKROGHUVRI
HTXLYDOHQWODQGVKDUHVZKHUHDVWKHDYHUDJHGLPHQVLRQVRIDSHDVDQWIDUPFRQVWLWXWHV
KD2IFRXUVHWKRVHIDUPVDUHIDUOHVVWKDQWKRVHIURPWKH86$–DERXWKDDUHOHVVWKRVH
IURP)UDQFH–KD*HUPDQ\–KDEXWH[FHHGWKRVHIURP,WDO\–KDDQG*UHHFH–
KD,QWKHZKROHZRUOGWKHIDPLO\IDUPVXQDYRLGDEO\MRLQRQWKHYLHZWRXVHPRUHHIILFLHQWO\
WKHSURGXFWLRQPHDQVRQWKHSXUSRVHWRSURFHVVWKHDJULFXOWXUDOUDZPDWHULDOVWUDQVSRUWDWLRQ
LVVXHVVDOHVUHQGHULQJFRQVXOWLQJVHUYLFHVDQGPDQ\RWKHUIDFWRUV6XFKDVVRFLDWLRQVDUHGRQH
EDVHGRQSULYDWHRZQHUVKLSDQGEHQHYROHQWO\,WLVLPSHULRXVWRGD\WRXUJHDQGHQFRXUDJHWKH
IRUPDWLRQRIDQHIILFLHQWV\VWHPRIVHUYLFHVLQWKHDJURIRRGVHFWRU,QWKHVWUDWHJ\RI
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DJULFXOWXUHIRUPDWLRQLWLVQHFHVVDU\WRVSHFLI\FOHDUO\WKHLQVWLWXWHIRUSURSHUW\RQODQGDQG
IRUPVRUDJULFXOWXUDORUJDQL]DWLRQV
7KHIXQGDPHQWDOSURFHVVRIFRQVWLWXWLQJWKHSULYDWHSURSHUW\RQODQGFDXVHVWKHQHHGWR
UHRUJDQL]HWKHDJULFXOWXUDOXQLWV$FWXDOO\YHU\IUHTXHQWO\WKHUHRUJDQL]DWLRQRIDJULFXOWXUDO
XQLWVLVFDUULHGRXWRQO\WKURXJKSHUIXQFWRU\FKDQJHRIQDPHRIFROOHFWLYHRUVRYLHWIDUP
ZLWKRXWFKDQJLQJWKHFRQWHQW7KHVKDUHKROGHUVRIWKHMRLQWVWRFNFRPSDQLHVVKRXOGXVHWKH
DUDEOHODQGVRQO\EDVHGRQDOHDVHFRQWUDFWE\SUHVHUYLQJWKHULJKWWRRZQHUVKLSRQWKDW7KH
DJULFXOWXUDOWRROVDQGVRPHRWKHUPDWHULDOVDQGIXQGVFRPSULVHWKHVKDUHFDSLWDOZKLFKLV
WRWDOO\GLYLGHGLQWRVKDUHV7KHDVVRFLDWHVFDQQRWUHGHHPWKLVFDSLWDOLQNLQGFDQKDQGOHRQO\
ZLWKWKHVKDUHVWKDWH[SUHVVWKHPDMRULW\RIWKHVKDUHFDSLWDO7KHSXEOLFDXWKRULWLHVLQVLVWHQWO\
SURSDJDWHWKHFUHDWLRQRIOLPLWHGFRPSDQLHVOHDGE\VRFDOOHG‡OHDGHUV·PDQ\RIZKRPEHLQJ
WKHIRUPHUFKDLUPHQRIFROOHFWLYHIDUPVGLUHFWRUVRUEULJDGHOHDGHUV8QIRUWXQDWHO\WKLV
HQYLRXVVWULYHLVSURPRWHGE\WKH‡/DQG·3URMHFW7KHFRQIOLFWVWKDWDUHJRLQJWRHPHUJH
FRQVHTXHQWO\DUHEH\RQGFRPSDULVRQZLWKWKHLQWHQWLRQWRSURYLGHIRUVXIILFLHQWVSDFHIRU
PRGHUQWHFKQRORJLHV7KLVJRRGLQWHQWLRQFDQEHUHDOL]HGRWKHUZLVHWKDQWKHPDQQHUZKLFK
FRQWULEXWHVWRXQGHVHUYHGDQGUHDVRQOHVVHQULFKPHQWRIVRPHIRUPHUOHDGHUV
$VIRUPRIDJULFXOWXUDORUJDQL]DWLRQPRVWHIILFLHQWLVWKHSHDVDQWIDUPEDVHGRQWKH
SULYDWHRZQHUVKLSDQGIDPLO\ODERU7KHGHYHORSPHQWRIWKHSHDVDQWIDUPVFDQEHLPSOHPHQWHG
WKURXJKDVVRFLDWLRQEDVHGRQPDUNHWHFRQRP\SULQFLSOHVDVZHOODVWKURXJK‡JURZWK·WKURXJK
DFFXPXODWLRQVRIIDUPLQJODQGDQGFDSLWDO7KHH[WHQVLRQRIWKHDJUDULDQDUHDVFRQFHQWUDWLRQ
RISORWVFDQEHREWDLQHGWKURXJKWKHOHDVHRIODQGVKDUHV7KLVPRGHORIH[WHQVLRQKDVEHHQ
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ZKHQWKHILUVWDJUDULDQUHIRUPVZHUHODXQFKHG,RQ
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VWLOODFWXDOWRQRZDGD\V,WLVQHFHVVDU\WRHQFRXUDJHWKLVIRUPRIH[WHQVLRQRIWKHDJUDULDQ
ODQG7KHH[WHQVLRQFDQDOVREHUHDFKHGWKRXJKVDOHRIODQGSORWV
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HIILFLHQWHFRQRPLFV\VWHPZKLFKDVVXUHVWKHOLEHUW\RIWKHDFWLYLWLHVRULHQWHGWRZDUGV
FRQVXPHU3URGXFWLRQRIIRRGSURGXFWVZDVDQGFRQWLQXHVWREHWKHVXSSRUWRIWKHKXPDQ
EHLQJV7KHDJULFXOWXUDOSURGXFWVDUHGHVWLQHGEDVLFDOO\WRLQWHUQDOFRQVXPSWLRQ
7KHFRQVXPSWLRQRIWKHIRRGLWHPVSHUFDSLWDLQWKH5HSXEOLFRI0ROGRYDKDVDQ
REYLRXVO\GHFOLQLQJWUHQG)RULQVWDQFHPHDWDQGPHDWSURGXFWVFRQVXPSWLRQLQ
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SHRSOHWREX\SURGXFWV$FFRUGLQJWRWKHVWDWLVWLFDOEXOOHWLQWKHDPRXQWRIDUUHDUVIRUODERU
SD\PHQWRQ-XQHFRQVWLWXWHGPLOOLRQOHLWKHDPRXQWIRUSHQVLRQVDQGLQGHPQLWLHVDVRQ
-XO\DPRXQWHGWR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7KHODFNRIVROYDEOHGHPDQGLQFUHDVHVXQGHUQXWULWLRQ7KHGDLO\DPRXQWRIFDORULHV
GXHWRDPHPEHURIKRXVHKROGDUHUHGXFHGIURPLQ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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7KHWUDGLWLRQDODJULFXOWXUDOSURGXFWVDUHDQLPSRUWDQWLWHPRIWKH0ROGRYDQH[SRUWV
1RUPDOO\DUHH[SRUWHGWKHIRRGLWHPVZKLFKH[FHHGWKHQHHGVRIWKHUHVSHFWLYHFRXQWU\
DOWKRXJKWKHVKDUHRISURGXFWVIRUGRPHVWLFFRQVXPSWLRQGRQRWLQGLFDWHREOLJDWRULO\WKHVKDUH
RIUHVSHFWLYHFRXQWU\SDUWLFLSDWLRQWRIRUPDWLRQRIWKHH[WHUQDOPDUNHWRIIRRGLWHPV7KH
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7KHVKDUHRIDJURIRRGVHFWRULQWKHRYHUDOOH[SRUWVRIWKH5HSXEOLFRI0ROGRYD
LQFUHDVHGIURPLQWRLQ7KLVJURZWKLVGXHWRWKHGLVDVWHULQWKH
LQGXVWULDOVHFWRUDQGQRWWRDGGLWLRQDOHIIRUWVRIWKHIDUPHUV7KHH[SRUWRIWKHDJULFXOWXUDO
SURGXFWVURVHHYHQLIWKHLUSURGXFWLRQYROXPHFRQVLGHUDEO\IHOO,PSRUWDQWIRUWKHSURGXFHULV
WRLQVXUHWKHSUHYDOHQFHRIH[SRUWVXSRQH[SRUWVRIDJURSURGXFWV,QRXUUHSXEOLFLQWKH
LPSRUWDFFRXQWHGIRURIWKHH[SRUWVRIWKHIRRGLWHPVLQ–
7KHVWUDWHJ\RIIRUPDWLRQRIWKHIRRGPDUNHWVKRXOGHQFRXUDJHWKHH[SRUWRIWUDGLWLRQDO
IRRGLWHPVOLNHJUDSHVDQGZLQHIUXLWVDQGMXLFHVYHJHWDEOHVWREDFFR,QUHVWWKHDJULFXOWXUH
VKRXOGVDWLVI\WKHQHHGVRIWKHGRPHVWLFPDUNHW
7KHIXQGDPHQWDOLQVWUXPHQWRIUHJXODWLQJWKHPDUNHWUHODWLRQVFRQWLQXHVWREHWKH
SULFH)RUVXSSO\WKHSULFHKDVDVFRUQHUVWRQHWKHFRVWRISURGXFWVZKHUHDVIRUGHPDQG–WKH
XWLOLW\RIWKHFRPPRGLW\
7KHSULFHVRIWKHSURGXFWVFRQVXPHGLQWKHDJULFXOWXUHKDYHLQFUHDVHGPXFKPRUH
UDSLGO\)RUH[DPSOHWKHJHQHUDOLQGLFDWRURIWKHDJULFXOWXUDOSURGXFWVLQDVFRPSDUHGWR
LQFUHDVHGE\RIWKHHQHUJ\SURGXFWV–E\WKXVIRUPLQJDUDWLRRI
LQWKLVUDWLRZDV7KLVWUHQGLVPDLQWDLQHG7KHSULFHLQGH[RIWKHDJULFXOWXUDO
SURGXFWVLQRQDYHUDJHLQFUHDVHGDVFRPSDUHGZLWKE\IRULQGXVWULDOSURGXFWV–
E\
7KHSULFHVRIDJULFXOWXUDOPDFKLQHVDQGHTXLSPHQWLQFUHDVHGFRQVLGHUDEO\DVZHOODV
WKRVHRIWKHHQHUJ\UHVRXUFHV
7KHFDVKLQFRPHVRIWKHSRSXODWLRQKDYHDPXFKOHVVULVLQJUDWH7KHVKDUHRIODERU
SD\PHQWLQWKHVHLQFRPHVKDVGHFOLQHGIURPLQWRLQ7KHVKDUHRIFRVWV
IRUIRRGLWHPVURVHLQWKHRYHUDOOFRVWVIURPLQWRDWSUHVHQW&RQVHTXHQWO\WKH
VLWXDWLRQRQWKHIRRGPDUNHWDJJUDYDWHGHYHQPRUHZKLFKLPSRVHVWKHLQWHUYHQWLRQRIWKH
SXEOLFDXWKRULWLHVWKURXJKPHFKDQLVPVDGMXVWHGWRWKRVHFRQGLWLRQVE\ZD\RIWD[HVDQG
VXEVLGLHV
$JUDULDQUHIRUP\HDUVRIDVSLUDWLRQ
&,651RYHPEHU02/’29$,175$16,7,21
$FFRUGLQJWRDVWXG\RIWKHWD[DWLRQV\VWHPDQGVXEYHQWLRQVWRDJULFXOWXUHFDUULHGRXW
LQE\WKH$6$,QVWLWXWHRQ$QDO\VLVRQ6HFWRUVDQG3ROLFLHV’HYHORSPHQW‡2QWKHRQH
KDQGWKHVKDUHRIWKLVVHFWRUFRQWULEXWLRQWRWKHVWDWHEXGJHWLVORZHUWKDQWKHVKDUHRI
DJULFXOWXUHLQWKH*’3ZKLFKVSHDNVRIDUHODWLYHO\ORZWD[DWLRQ2QWKHRWKHUKDQGWKHWD[
EXUGHQLVQRWHTXDOO\EDODQFHGSDUWLFXODUO\EHWZHHQWKHSHDVDQWIDUPVDQGRWKHUW\SHVRI
IDUPV·7KHDJULFXOWXUDOVHFWRUPDNHVDQHWFRQWULEXWLRQRIPLOOLRQ86’WRWKHVWDWHRI
ZKLFKDSSUR[LPDWHO\PLOOLRQGHULYHIURPWKHSHDVDQWIDUPV
%DODQFHEHWZHHQWKHFRQWULEXWLRQVWRWKHEXGJHWDQGVXSSRUWIURP
WKHVWDWHIRUDJULFXOWXUH
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DZKROH
$JUDULDQ
IDUPV
3HDVDQWV¶
IDUPV
VXSSRUW
FRQWULEXWLRQV
2EYLRXVO\WKHILQDQFLDOVXSSRUWJUDQWHGE\WKHVWDWHIRUSULFHVSURWHFWLRQLQWKHDJUR
IRRGVHFWRULVH[WUHPHO\UHGXFHGGXHWRWKHIDFWWKDWWKHEXGJHWWRJUHDWH[WHQWLVIRUPHG
IURPWKLVSDUWLFXODUEUDQFKRIWKHQDWLRQDOHFRQRP\7KHWRWDOFRQWULEXWLRQVIL[HGIRU
DJULFXOWXUHDPRXQWWRPLOOLRQOHL<HWWKHUHDUHLQGLUHFWFROOHFWLRQVWKURXJK9$7DQG
H[FLVHGXWLHVIURPWREDFFRSURGXFWVZLQHVDQGRWKHUDOFRKROLFGULQNVHWF,QWKHRYHUDOO
9$7DQGH[FLVHVWRWKHEXGJHWDFFRXQWHGIRUPRUHWKDQ
7KHSXEOLFDXWKRULWLHVPLJKWDOVRUHVRUWWRFDSLWDOLQYHVWPHQWV
7DEOH
&DSLWDOLQYHVWPHQWVLQDJULFXOWXUHLQFXUUHQWSULFHVPLOOLRQOHL
,QGH[HV    
,QYHVWPHQWVLQIL[HGDVVHWVSHU
SURGXFWLYHREMHFWV
   
,QFOXGLQJVWDWHRZQHG    
,QYHVWPHQWVLQIL[HGDVVHWVSHU
QRQSURGXFWLYHREMHFWV
   
7KHLQYHVWPHQWVLQIL[HGDVVHWVIRUSURGXFWLYHREMHFWVDUHJURZLQJ<HWWKHVWDWH
FRQWULEXWLRQLVGHFOLQLQJDQGLQDFFRXQWHGIRUDERXWDTXDUWHULQ–DERXW
7KHFDSLWDOLQYHVWPHQWVLQDJULFXOWXUHLQUHDFKHGWKHVKDUHRIDERXWRIWKRVH
UHDOL]HGLQWKHQDWLRQDOHFRQRP\DVDZKROH
$JUDULDQUHIRUP\HDUVRIDVSLUDWLRQ
&,651RYHPEHU02/’29$,175$16,7,21 
%DQNORDQVPLJKWFRQWULEXWHWRLPSURYLQJWKHVLWXDWLRQ1RZDGD\VLQWKHUHSXEOLF
RSHUDWHFRPPHUFLDOEDQNVZKLFKLQ-DQXDU\1RYHPEHUPDGHORDQV,QWKHRYHUDOO
ORDQVWKHVKDUHRIORQJWHUPFUHGLWVLVGHFUHDVLQJIURPLQWRLQ7KLV
LPSDFWVQHJDWLYHO\XSRQDJULFXOWXUHZKLFKLVREMHFWLYHO\GHSHQGLQJRQWKHELRORJLFDOIDFWRU
([WUHPHO\GUDPDWLFLVWKHVLWXDWLRQRIWKHQHZO\ODQGRZQHUSHDVDQWVZKRSUDFWLFDOO\
KDYHQRDFFHVVWRFUHGLWV
7KHODFNRIUHVRXUFHVFRQWULEXWHGWRUHGXFWLRQRIFKHPLFDOVXVDJHIURPLQ
WRRQO\WKRXVDQGRIDFWLYHVXEVWDQFHLQWRUHQRXQFLQJWRXVHRWKHULPSRUWDQWIDFWRUV
IRUHIIHFWLYHWHFKQRORJLHV
,WLVLPSHULRXVO\QHFHVVDU\WKHIRUPDWLRQRIDQDPSOHVWUDWHJLFSURJUDPRULHQWHGWRWKH
PDUNHWHFRQRP\UHTXLUHPHQWVIRUVXSSRUWLQJWKHSULYDWHVHFWRUDQGZKLFKPLJKWVXEVWDQWLDOO\
FRQWULEXWHWRDFFHOHUDWLRQRIWKHDJUDULDQUHIRUP
6RFLDODVSLUDWLRQVRIWKHUXUDOFRPPXQLW\7KHUXUDOZRUOGPDQLIHVWVLWVVSHFLILFWUDLWV
LQWKHKDELWDWRQFXOWXUDOYDOXHVRQFRKDELWLQJQRUPVRQWUDGLWLRQV
7KHIXQGDPHQWDOFKDQJHRIWKHVWUXFWXUHRQODQGRZQHUVKLSOLTXLGDWLRQRIROG
RUJDQL]DWLRQDOVWUXFWXUHVFUHDWLRQRIIDPLO\IDUPVDQGRWKHUIRUPVEDVHGRQWKHSULYDWH
RZQHUVKLSGLVPDQWOLQJRIWKHFRPPDQGDGPLQLVWUDWLYHV\VWHPDQGIRUPDWLRQRIUHODWLRQVKLSV
DGMXVWHGWRPDUNHWHFRQRP\MXVWLILHVWKHDGRSWLRQRIWKHOLYLQJVWDQGDUGVWRWKHHYROXWLRQRI
WKHUXUDOFRPPXQLW\YDOXHV
$VRIWRGD\WKHUXUDOSRSXODWLRQFRQVWLWXWHVDERXWRIWKHRYHUDOO
7KHVWUXFWXUHRIWKHVWDEOHSRSXODWLRQDVRQ
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7KHHFRQRPLFDOO\DFWLYHSRSXODWLRQIURPWKHUXUDOORFDOLWLHVDFFRXQWVIRULQWKH
XUEDQRQHV–DERXW
7KHFULVLVSKHQRPHQDJHQHUDWHGVWRSSDJHRUOLTXLGDWLRQRIVRPHHFRQRPLFXQLWVIURP
UXUDOORFDOLWLHVJDYHDQLPSHWXVWRWKHSURFHVVRIHPSOR\HHVGLVPLVVDO,QWKHUDLRQ6WUDVHQL
IRUH[DPSOHRIWKRVHWKRXVDQGDEOHSHUVRQVHPSOR\HGRQWKHWHUULWRU\RIWKHUDLRQ
UHPDLQHGRQO\DERXWWKRXVDQGLQGLYLGXDOV2IFRXUVHWKHLQFRPHVFRQGLWLRQWKHZD\RIOLIH
DQGFRQWULEXWHWRWKHVDWLVIDFWLRQRIHOHPHQWDU\SK\VLRORJLFDOQHHGVIHHGLQJFORWKHVKRXVLQJ
HWF
,QWKHGHJUHHRILQVXUDQFHRIWKHSRSXODWLRQIURPWKHXUEDQORFDOLWLHVZLWK
KRXVLQJZDVRQDYHUDJHRIP

SHULQKDELWDQWLQWKHUXUDOORFDOLWLHV–P

<HWWKHGHJUHH
$JUDULDQUHIRUP\HDUVRIDVSLUDWLRQ
&,651RYHPEHU02/’29$,175$16,7,21
RILQVXUDQFHLQWKHXUEDQORFDOLWLHVLQFUHDVHGLQFRPSDULVRQZLWKDOPRVWE\ZKHUHDV
LQWKHUXUDOSODFHV–RQO\E\
’LVWULEXWLRQRIKRXVHKROGVDFFRUGLQJWRWKHVL]HRIDYHUDJHFDVKLQFRPHDYDLODEOH
SHULQGLYLGXDO
,QFOXGLQJ0RQWKO\DYHUDJHFDVKLQFRPH
SHUSHUVRQOHL
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)RUPDWLRQDQGJHQHUDWLRQRIWKHVRFLDOHTXLOLEULXPSUHVXPHVFUHDWLRQRIFRQGLWLRQV
QHFHVVDU\IRUDQ\FLWL]HQ,VWKDWHTXLOLEULXPREVHUYHG"2QO\WKHDSDUWPHQWVVXSSOLHGZLWK
QDWXUDOJDVLQLQWKHWRZQVFRQVWLWXWHGWKRXLQUXUDOORFDOLWLHV–WKRXRU
DOPRVWWLPHVOHVV7KHVLWXDWLRQLVVLPLODULQWHUPVRIRWKHULQGH[HVWRR
)RFXVLQJWKHDWWHQWLRQRQWKHIXQGDPHQWDOHYHQW–LQFRPHVSRQGHULQJRQVRPHQHHGV¶
FRPSRQHQWVLVVWLUUHGE\WKHWKHLULQIOXHQFHXSRQWKHELUWKUDWHQDWXUDOJURZWKPLJUDWLRQHWF
,QWKHXUEDQORFDOLWLHVWKHQDWXUDOJURZWKSHULQKDELWDQWVLQFRQVWLWXWHGLQ
–LQ–ZKHUHDVLQWKHUXUDOORFDOLWLHVWKHVHQXPEHUVZHUHUHVSHFWLYHO\–
DQG
%HLQJDZDUHRIWKHWUDGLWLRQVIURPRXUFRXQWU\WKHUHZHUHQRHIIRUWVPDGHWRGHYHORS
WKHUXUDOFRPPXQLW\IRUUHDOL]LQJWKHPHDVXUHVVSHFLILHGLQWKHFRQFHSWRIWKHDJUDULDQUHIRUP
DLPHGDWVHWWLQJXSDVRFLDOSURWHFWLRQV\VWHPIRUGHYHORSLQJWKHHFRQRPLFDQGVRFLDO
LQIUDVWUXFWXUH7KHWUDQVIRUPDWLRQVLQWKHUXUDOHFRQRP\LPSRVHWKHGHYHORSPHQWRIWKHVRFLDO
FRPSRQHQWVRIWKHYLOODJHV
3URIHVVLRQDOHGXFDWLRQDQGLQYHVWLJDWLRQ–H[WHQWRIWKHUHIRUP2Q-XO\
DFFRUGLQJWRWKHVWDWLVWLFDOEXOOHWLQRQO\WKRXVDQGSHUVRQVZKRFRQVWLWXWHDSSUR[LPDWHO\D
TXDUWHURIWKRVHHQWLWOHGUHFHLYHGWKHODQGVKDUHVLQSULYDWHRZQHUVKLS
%RWKSURPRWLRQRIDJUDULDQUHIRUPVDVZHOODVWKHDFWLYLW\LQIUHHFRPSHWLWLRQ
HQYLURQPHQWFRQGLWLRQHGE\WKHVXEVWLWXWLRQRIWKHFHQWUDOL]HGSODQQLQJZLWKPDUNHWHFRQRP\
PHFKDQLVPVREMHFWLYHO\UHTXLUHVSHRSOHZLWKSURSHUWKLQNLQJ7KHHIILFLHQWDFWLYLW\RIWKHVH
SHRSOHDQGRIWKRVHZKREHFDPHSHDVDQWIDUPHUVVXEVWDQWLDOO\GHSHQGVWKHOHYHORIWUDLQLQJRI
WKHVWUXFWXUHRIDFFXPXODWHGNQRZOHGJH
,QERWKWKHORFDODQGFHQWUDOSXEOLFRUJDQVLQFOXGLQJLQWKH0LQLVWU\RI$JULFXOWXUH
WKHUHDUHRFFDVLRQDOSHRSOHZKRKDYHQHLWKHUSURIHVVLRQDOEDFNJURXQGLQWKHILHOGQRUHYHU
DFWHGLQWKHDJURIRRGVHFWRU
8QIRUWXQDWHO\VSHFLDOLVWVZLWKPHQWDOLW\IRUPHGLQWKHFRPPDQGDGPLQLVWUDWLYHV\VWHP
ZLWKH[SHULHQFHLQWKHWRWDOLWDULDQUHJLPHDOVRJRWWKHUH,PSRUWDQWLVWKDWWKHVHSHRSOHHYHQ
GRQRWZDQWWRJLYHXSWKHLUSULQFLSOHV6XEVHTXHQWO\WKH\SURFUDVWLQDWHHYHQPRUHWKH
UHIRUPLQJSURFHVVHVDQGFRQVLGHUDEO\FRQWULEXWHWRGLPLQLVKLQJWKHSHUIRUPDQFHVRIWKHSULYDWH
VHFWRU
$JUDULDQUHIRUP\HDUVRIDVSLUDWLRQ
&,651RYHPEHU02/’29$,175$16,7,21 
%DVHGRQWKHDQDO\VLVRIWKHUHIRUPVUHJDUGLQJWKHNQRZOHGJHVNLOOVSURIHVVLRQDOOHYHO
RIWKRVHZKRREWDLQHGWKHODQGVKDUHVLQNLQGZHQRWLFHDPRGHVWOHYHOLQWHFKQRORJLHVDQG
LQVXIILFLHQWSURIHVVLRQDOWUDLQLQJLQWKHILHOGVRIODZHFRQRP\EDQNLQJIRRGPDUNHWIRUPDWLRQ
7KHWUDLQLQJLQVWLWXWLRQVQXPHURXVSURMHFWVDQGSURIHVVLRQDOWUDLQLQJF\FOHVFDUU\RXW
WKHLUDFWLYLWLHVEDVHGRQWKHSRRUO\FRUUHODWHGSURJUDPVDQGDOPRVWLPSURSHUO\DGMXVWHGWR
PDUNHWUHODWLRQVKLSV7KHPDWHULDODQGWUDLQLQJFRQGLWLRQVRIWHQDUHSRRU7KHH[SRVHG
PDWHULDOVDUHYHU\JHQHUDODQGYHU\DEVWUDFWIRUEHLQJDSSOLHGLQSUDFWLFHZKLFKDJJUDYDWHV
HYHQPRUHWKHHPSOR\PHQWRIKXPDQUHVRXUFHVDQGLPSRVHVSHUIHFWLQJWKHWUDLQLQJV\VWHPDV
ZHOODVWKHIRUPDWLRQRIDKXPDQSRWHQWLDOZLWKVXIILFLHQWWUDLQLQJIRUDFWLYLW\LQDFWXDO
FRQGLWLRQV
)RUPDWLRQDQGSHUIHFWLQJWKHVWXIIRIWKHDJURIRRGVHFWRUEHFDPHDQLPSHUDWLYHRIWKH
SHULRGZHDUHJRLQJWKURXJK7KHH[SHULHQFHRIWKHKLJKO\GHYHORSHGFRXQWULHVFRQILUPWKDW
WKHSURIHVVLRQDOJURZWKLVDSURILWDEOHLQYHVWPHQW
0RGHUQL]DWLRQRIDJULFXOWXUHFKDQJLQJWKHUHODWLRQVKLSODERUODQGFDSLWDOSURPRWLRQ
DQGVXSSRUWRIWKHUHIRUPVDUHSRVVLEOHE\ZD\RILQYHVWLJDWLRQV7KHH[LVWHQWV\VWHPRI
DJULFXOWXUDOUHVHDUFKHVOHDYHVPXFKWREHGHVLUHG0XOWLSOHSURJUDPVRULHQWHGWRZDUGVWKH
DJURIRRGVHFWRUKDYHDSRRUSHUIRUPDQFHEHFDXVHPDQ\RIWKHLQYLWHGH[SHUWVGRQRWWDNH
LQWRDFFRXQWWKHHFRQRPLFIRUFHRIWKHV\VWHPLQFRXUVHRIGLVDSSHDUDQFHRIWKLVKDUGUHDOLW\
ZKLFKGRHVQRWPDWFKZLWKWKHZHVWHUQPRGHOV
,QRUGHUWRRULHQWWKHEHKDYLRURIWKHDJURIRRGVHFWRUDQGDJULFXOWXUDOSURFHVVLQJ
LQGXVWU\LQRUGHUWRMXVWLI\WKHUHVHDUFKHVDLPHGDWSURYLGLQJIRUVFLHQWLILFVXSSRUWRIWKH
DJUDULDQUHIRUPLWLVQHFHVVDU\WRPRQLWRUDOOWKHFRPSRQHQWVRIWKLVFRPSOLFDWHGSURFHVVVXFK
DVWKHUHIRUPRIWKHDJURIRRGVHFWRU
)LQDOFRQVLGHUDWLRQV7KHPDLQLGHDLVWKDWWKHDJUDULDQUHIRUPZKLFKZDVODXQFKHGDV
DQLPSHUDWLYHRIWKHWLPHDQGEHFDPHLUUHYHUVLEOH7KHIXQGDPHQWDOVWUDWHJLFREMHFWLYHRIWKH
UHIRUPFRQWLQXHVWREHVORZLQJGRZQWKHGHFOLQHDYRLGLQJWKHPLVEDODQFHEHWZHHQWKHGHPDQG
DQGVXSSO\RIIRRGSURGXFWVUHVROYLQJWKHSUREOHPRIWKHIRRGVHFXULW\
7KHDJUDULDQUHIRUPKDVVRPHPRUHVSHHGV(DFKHOHPHQWRIWKHUHIRUPDWLRQV\VWHP
KDVLWVRZQVSHHGZKLFKOHDGWRGLVFUHSDQFLHVDQGFRQWUDGLFWLRQV6SHHGLQJXSWKHSURFHVVRI
PRGLILFDWLRQRISURSHUW\VWUXFWXUHDVIDFWRURIH[WHQGLQJWKHUHVSRQVLELOLW\DQGSURPRWLQJ
FRPSHWLWLRQ)RUPDWLRQDQGFRQVROLGDWLRQRIWKHSHDVDQWIDUPVEDVHGRQWKHIDPLO\ODERUDQG
WKHLUDVVRFLDWLRQIRUDQHIILFLHQWXVDJHRIWKHQDWXUDOKXPDQDQGPDWHULDOUHVRXUFHV
’HYHORSPHQWRIPDUNHWLQVWLWXWLRQVLQDJULFXOWXUHDGMXVWLQJWKHILVFDOV\VWHPSURYLGLQJ
WKHDFFHVVWRORDQVVXEVLGL]LQJDJULFXOWXUHUHVROXWLRQRIWKHVRFLDOSUREOHPVRIWKH
FRXQWU\VLGH$OORIWKHPFRPSULVHWKHLPSHUDWLYHRIWKHDJUDULDQUHIRUP
)LQDOO\ZHFRQVLGHUWKHQHFHVVLW\WRKDUPRQL]HWKHHOHPHQWVRIWKHDJUDULDQUHIRUPV
DQGODUJHVFDOHLPSOHPHQWDWLRQRIWKHJHQHUDOSRVVLELOLWLHVIRULQWHUDFWLRQRIWKHDJURIRRG
V\VWHPFRPSRQHQWV
6RFLDOGLPHQVLRQVRIWKHHFRQRPLFUHIRUPV
&,651RYHPEHU02/’29$,175$16,7,21
6RFLDOGLPHQVLRQVRIWKHHFRQRPLFUHIRUPV
6RFLDO,PSOLFDWLRQVRIWKH7UDQVLWLRQ(FRQRPLFUHIRUPVDUHGHVLJQHGWRLPSURYH
SHRSOH¶VOLYLQJVWDQGDUGV$UHWURVSHFWLYHDQDO\VLVRIVHYHQ\HDUVRIWUDQVLWLRQDWWHVWVWRDGHHS
ZRUVHQLQJRIDOOSDUDPHWHUVRIWKHTXDOLW\RIOLIH7KHVRFLDOVHFWRULVQRWDEOHWRSURYLGHDQ
DGHTXDWHSURWHFWLRQDJDLQVWVRFLDOULVNV7KHVLWXDWLRQUHJLVWHUHGDWWKHHQGRIFRQILUPV
WKDWDFWLYLWLHVLQWKHVRFLDOVSKHUHDUHUXQQLQJLQFRQVLVWHQWO\DQGZLWKDORZHIILFLHQF\7KH
UHDOLW\RIWKHWUDQVLWLRQKDVEHHQTXLWHGLIIHUHQWIURPZKDWZDVHQYLVDJHGGXULQJWKHSHULRGRI
‡URPDQWLFLVP·LQWKHHDUO\VWDJHVRIUHIRUPZKLFKRYHUHVWLPDWHGWKHVSHHGDQGXQGHUHVWLPDWHG
WKHFRVWVRIWUDQVLWLRQ7KHIDOOLQ*’3DFFRPSDQLHGE\DWRXJKPRQHWDU\SROLF\KDVHQWDLOHG
VLJQLILFDQWVRFLDOFRVWVZKLFKKDYHEHHQULVLQJGXULQJWKHSHULRG7KHLUDGYHUVHLPSDFWKDV
EHHQIHOWE\WKHZKROHFROOHFWLYLW\EXWLWZDVDQGZLOOFRQWLQXHWREHHVSHFLDOO\SDLQIXOIRUWKH
HOGHUO\WKHGLVDEOHGIDPLOLHVZLWKPDQ\GHSHQGHQWFKLOGUHQDQGRWKHUYXOQHUDEOHJURXSV,Q
WKLVVHQVHWKHEXUGHQRIWKHHFRQRPLFUHIRUPLVERUQHE\WKHSHRSOHZLWKORZLQFRPHVZKRLQ
IDFWDUHLQJUHDWHUQHHGRIVRFLDOSURWHFWLRQ&RQVHTXHQWO\YXOQHUDELOLW\DQGGHSHQGHQFHDUH
JURZLQJ7KLVIDFWLVFRQILUPHGDOVRE\WKHRSLQLRQSROOPDGHUHFHQWO\E\WKH,162&0DUNHW
ZKLFKLQGLFDWHVWKDWRQO\RIWKHSRSXODWLRQKDVEHQHILWHGE\WKHUHIRUPVZKLOHDERXW
RIWKHUHVSRQGHQWVVDLGWKDWWKHLUOLYLQJVWDQGDUGVKDYHEHHQZRUVHQLQJ
7KHVRFLDOLPSOLFDWLRQVRIUHIRUPKDYHDVSLOORYHUHIIHFWRQWRDOOFRPSRQHQWVRITXDOLW\RI
OLIHGHHSHQLQJVRFLDOSRODUL]DWLRQ0DVVLYHOLEHUDOL]DWLRQRIHFRQRPLFDFWLYLW\DWWKHHDUO\
VWDJHRIUHIRUPDFFRPSDQLHGE\ZLGHVSUHDGKLGGHQXQHPSOR\PHQWDQGVDODU\GHEWVKDV
FRQVLGHUDEO\GHFUHDVHGSHRSOH¶VUHDOLQFRPH$FFRUGLQJWRVRPHHVWLPDWLRQWKHPDJQLWXGHRI
WKLVIDOOZDVRIDSSUR[LPDWHO\SHUFHQW$VDUHVXOWSRYHUW\KDVEHHQJURZLQJVLJQLILFDQWO\
ZKLFKOHDGVWRDGHHSHUVRFLDOLQHTXDOLW\7KH*LQLFRHIILFLHQWZKLFKPHDVXUHVWKHGLVSHUVLRQ
LQWKHGLVWULEXWLRQRILQFRPHVLQFUHDVHGIURPLQWRLQWKHILUVWKDOIRIIRU
FRPSDULVRQ:HVWHUQFRXQWULHVKDYH*LQLFRHIILFLHQWVRIDERXWLQ3RODQG+XQJDU\DQGWKH&]HFK
5HSXEOLFWKH\DUHDERXW
$VDFRQVHTXHQFHRIWKLVSURFHVVLQFRPHLQHTXDOLW\LVLQFUHDVLQJLQ0ROGRYD
$FFRUGLQJWRKRXVHKROGEXGJHWVXUYH\GDWDE\WKHHQGRIWKHWRWDOLQFRPHUHFHLYHGE\
WKHULFKHVWSHUFHQWRIWKHSRSXODWLRQZDVWLPHVWKHLQFRPHUHFHLYHGE\WKHSRRUHVW
SHUFHQWZKLFKFRPSDUHVZLWKDILJXUHRIWKUHH\HDUVDJR7RGD\WKHULFKHVWRQHILIWKRI
WKHSRSXODWLRQ
UHFHLYHVURXJKO\
KDOIRIWKHWRWDO
GLVSRVDEOH
LQFRPHZKLOHWKH
SRRUHVWRQHILIWK
KDVRQO\
3HRSOHZLWK
PLGGOHLQFRPH
ZKRFRQVWLWXWHV
WKHPDLQVKDUHRI
WKHVRFLHW\
UHFHLYHDERXW
RIWKHWRWDO
GLVSRVDEOH
LQFRPH7KLVLVDFOHDULQGLFDWLRQWKDWWKHPLGGOHFODVVLQ0ROGRYDLVVWLOOWRRIUDJLOHWRRIIVHW
WKHVRFLDOFRVWVRIUHIRUP
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
6RFLDOGLPHQVLRQVRIWKHHFRQRPLFUHIRUPV
&,651RYHPEHU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 7KHUHGXFWLRQLQSXUFKDVLQJSRZHUOHGWRDVXEVWDQWLDOVKULQNDJHRILQGLYLGXDO
FRQVXPSWLRQ)URPDVRFLHW\ZLWKDVFDUFLW\RIFRQVXPSWLRQJRRGVRQWKHPDUNHW0ROGRYDKDV
EHFRPHDVRFLHW\ZLWKORZLQGLYLGXDOFRQVXPSWLRQ$OOFRPSRQHQWVRIFRQVXPSWLRQGHFUHDVHG
IRRGVWXIIGXUDEOHJRRGVDQGVHUYLFHV+RZHYHUWKHPRVWVLJQLILFDQWIDOOZDVUHJLVWHUHGLQ
EDVLFIRRGVWXIIVQDPHO\PHDW–PLQXVPLON–PLQXVDQGILVKPLQXV
&RQVXPSWLRQLVQRZFORVHWRWKHFULWLFDOOLPLWVWKUHDWHQLQJSHRSOH¶VQRUPDOGHYHORSPHQWDV
KXPDQEHLQJV
0DOQXWULWLRQDIIHFWVWRGD\QRWRQO\SHRSOHZLWKORZLQFRPHEXWSDUWLDOO\DOVRWKRVH
ZLWKPLGGOHLQFRPHZKRDUHHPSOR\HGLQWKHEXGJHWVSKHUHWHDFKHUVSXEOLFVHUYDQWVPHGLFDO
ZRUNHUVGXHWRIUHTXHQWGHOD\VLQSD\LQJZDJHV$FFRUGLQJWRKRXVHKROGEXGJHWVXUYH\
ILQGLQJVLQWKHDYHUDJHGDLO\QXWULWLRQDOYDOXHSHUSHUVRQDPRXQWVRQO\WRNFDO7KLV
LVPXFKOHVVWKDQWKHPLQLPXPQXWULWLRQDOWKUHVKROGFDOFXODWHGE\)$2RINFDOSHUGD\
7KXVPDOQXWULWLRQLQ0ROGRYDLVVSUHDGLQJVZLIWO\FRPSURPLVLQJWKHVHFXULW\RIQRXULVKPHQW
7KHLPSOLFLWHIIHFWRIPDOQXWULWLRQKDVEHHQIHOWLQGHPRJUDSKLFDVSHFWVDQGWKHVWDWHRI
WKHSRSXODWLRQKHDOWK&RPSDUDWLYHZLWKWKHJHQHUDOGHDWKUDWHKDVLQFUHDVHGE\
ZKLOHWKHELUWKUDWHKDVGURSSHGE\,QIRUWKHILUVWWLPHLQ0ROGRYDWKHGHDWKUDWH
KDVH[FHHGHGWKHELUWKUDWH&RQVHTXHQWO\WKHUDWHRIQDWXUDOLQFUHDVHRIWKHSRSXODWLRQKDV
EHFRPHQHJDWLYHSHUWKRXVDQG7KLVFRXOGKDYHDORQJWHUPLPSDFWRQGHSRSXODWLRQLQ
0ROGRYD&RPSOHPHQWDULO\PRUELGLW\ZKLFKVWD\VKLJKGXHWRZLGHVSUHDGFKURQLFGLVHDVHV
VXFKDVEODFNOXQJGLJHVWLRQSDWKRORJLHVWXPRUVDQGFDUGLRYDVFXODUGLVHDVHVFRXOGH[HUWD
JUHDWLPSDFWRQWKHIXUWKHUKXPDQGHYHORSPHQWLQ0ROGRYD$VDUHVXOWWKHGHPRJUDSKLF
GHSHQGHQF\UDWLRLVULVLQJZKLFKFRXOGEHFRPHDUHDOKLQGUDQFHIRUWKHHFRQRPLFUHIRUPV1RZ
WKHVFRSHRIWKLVSKHQRPHQRQLVPXFKKLJKHUWKDQWKHFULWLFDOOLPLWDFFRXQWLQJIRU
7KHFXPXODWLYHHIIHFWRIVRFLDOFRVWVLVUHIOHFWHGLQWKH+XPDQ’HYHORSPHQW,QGH[
+’,ZKLFKFRQWDLQVDV\QWKHVLVRIGHPRJUDSKLFSDUDPHWHUVSHUIRUPDQFHRIHGXFDWLRQ
KHDOWKDQGOLYLQJVWDQGDUGV7KLVLQGH[LVFRPSXWHGE\WKH81’3DQGVHUYHVDEDVLVIRU
FRPSDUDWLYHLQWHUQDWLRQDODQDO\VLV%DVHGRQHVWLPDWLRQVPDGHE\WKH81’30ROGRYDLQ
KHOG
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SODFHLQWKHZRUOGDFKLHYHPHQWZKLFKZDVTXLWHJRRGIRUWKDWSHULRGRIWLPH
+RZHYHU0ROGRYDKDVVLQFHH[SHULHQFHGDGHHSIDOOLQWKLVLQGH[ZKLFKSXWVLWRQ
WK
SODFH
LQ2IIRUPHUVRYLHWUHSXEOLFVRQO\7DMLNLVWDQLQWKH
WK
SRVLWLRQLVEHKLQG0ROGRYDLQ
WKLVLQWHUQDWLRQDOUDWLQJ7KHORZYDOXHRI+’,FRQVWLWXWHVDZDUQLQJRIGLIILFXOWVLWXDWLRQWKDW
SHUVLVWVLQWKHVRFLDOVHFWRUV7KHPDLQLQGLFDWRUVRILQWKHVRFLDOVSKHUHDUHDWFULWLFDOOHYHODQG
FRXOGXQGHUPLQHIXUWKHUGHYHORSPHQWRIHFRQRPLFUHIRUPVDQGHYHQSXWLQWRJUHDWGDQJHUWKH
HFRQRPLFVHFXULW\RIVWDWH
7KHPDJQLWXGHRIWKHVRFLDOLPSOLFDWLRQVLVFRQGLWLRQHGPDLQO\E\WKHOHJDF\ZKLFKWKH
VRFLDOVSKHUHLQKHULWHGIURPWKHROGV\VWHP%HLQJFRPSOHWHO\ILQDQFHGIURPWKHVWDWHEXGJHW
WKHVRFLDOVSKHUHZDVGHVLJQHGWRSURYLGHVHUYLFHVWRWKHZKROHSRSXODWLRQUHJDUGOHVVRIWKH
UHFLSLHQWV¶OHYHORILQFRPHDQGWKHLUGHJUHHRIQHHG6RFLDOFRPPLWPHQWVKDGDXQLYHUVDO
FKDUDFWHUDQGLQFOXGHGDZLGHJDPXWRIEHQHILWVZKLFKFRYHUHGOLIH¶VRUGLQDU\FRQWLQJHQFLHV
LHDJLQJWHPSRUDU\ORVVRIZRUNFDSDELOLW\FKLOGFDUHHQWHUWDLQPHQWDQGRWKHUV  
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)UHHXQLYHUVDODFFHVVWRPHGLFDODQGHGXFDWLRQDOVHUYLFHVKDVEHHQLQWHQVLI\LQJWKH
WHQGHQF\RIWKHLUH[DJJHUDWHGJURZWKLQYROXPHZKLOHWKH\KDYHORVWFRQVLGHUDEO\LQTXDOLW\
7KXVRQTXDQWLWDWLYHSDUDPHWHUVQXPEHURISK\VLFLDQVEHGVLQKRVSLWDOVSXSLOVLQVFKRROV
DQGWHDFKHUV0ROGRYDFRXOGFRPSHWHHYHQZLWKVRPHRIWKH:HVWHUQFRXQWULHV$WWKHVDPH
WLPHKRZHYHUTXDOLW\OHDYHVPXFKWREHGHVLUHG
$VLJQLILFDQWUROHLQWKHWUDGLWLRQDOV\VWHPRIVRFLDOEHQHILWVZDVDWWULEXWHGWR
LQGHPQLWLHVDQGFRPSHQVDWLRQVLQFDVK+DYLQJDVDPDMRUSXUSRVHWKHDYRLGDQFHRIH[FHVVLYH
LQFRPHGLVSDULWLHVFDVKWUDQVIHUVZHUHSURYLGHGIRUFRYHULQJWULYLDOVLWXDWLRQVOLNHKRXVLQJ
SXEOLFWUDQVSRUWDWLRQFRPPXQDOVHUYLFHVDQGRWKHUV9HU\RIWHQWKHVDPHSHUVRQFRXOGUHFHLYH
VHYHUDOFDVKEHQHILWVIURPGLIIHUHQWVRXUFHVVWDWHRUORFDOEXGJHWVRFLDOIXQGIRUWKHVDPH
FDVH2YHUODSSLQJDQGHDV\HOLJLELOLW\FULWHULDOHGWRDVXEVWDQWLDOLQFUHDVHLQWKHLUQXPEHU%\
PLGWKHUHZHUHDERXWW\SHVRILQFRPHWUDQVIHUV$OWKRXJKPHDVXUHVXQGHUWDNHQ
IXUWKHURQWKLVLVVXHKDYHUHGXFHGWRVRPHH[WHQWWKHQXPEHURIFDVKEHQHILWV\HWWKHLUEXUGHQ
UHPDLQVKHDY\$WWKHHQGRIPRUHWKDQPLOOLRQSHRSOHLQ0ROGRYDKDYHEHHQSURYLGHG
ZLWKFDVKEHQHILWVZLWKDQHVWLPDWHGYDOXHRIELOOLRQOHL
$WWKHVDPHWLPHWKHGLIIXVHFKDUDFWHURIVRFLDOWUDQVIHUVKDVEHHQDJJUDYDWLQJWKHLU
GLVSHUVLRQ2IWHQLWLVWKHQRQSRRUJURXSVWKDWKDYHUHFHLYHGWKHVHEHQHILWV$FFRUGLQJWR
KRXVHKROGEXGJHWVXUYH\GDWDLQWKHILUVWKDOIRIDURXQGRIWRWDOVRFLDOEHQHILWVZHQW
WRULFKJURXSV
WK
DQG
WK
TXLQWLOH7KLVLVDJRRGUHDVRQWRDUJXHWKDWLQFRPHWUDQVIHUVVKRXOG
EHEHWWHUWDUJHWHGDQGSURYLGHGRQEDVLVRIPHDQVWHVWLQJ7KXVWKHSRRUVWLOOUHPDLQWKHPRVW
YXOQHUDEOHSRLQWLQWKHVRFLDODVVLVWDQFHV\VWHP
%HVLGHVWKDWDODUJHVKDUHRIVRFLDOVHUYLFHVZHUHSURYLGHGDWWKHPLFUROHYHOE\WKH
HQWHUSULVHV8VLQJWKHGLYHUVHVRFLDOLQVWLWXWLRQVNLQGHUJDUWHQVGRUPLWRULHVVDQDWRULXPVDQG
RWKHUVEHORQJLQJWRWKHPHQWHUSULVHVZHUHDEOHWRSURYLGHIULQJHEHQHILWVWRWKHLUHPSOR\HHV
LQDGGLWLRQWRWKRVHEHQHILWVUHFHLYHGDWPDFUROHYHOIURPVWDWHEXGJHWRUVRFLDOIXQG6RPH
VHFWRUDOILQGLQJVVKRZWKDWWKHVKDUHRIIULQJHEHQHILWVZDVVLJQLILFDQWO\LQHOHFWULFDOLQGXVWU\
FKHPLVWU\PDQXIDFWXULQJDQGRWKHUEUDQFKHV7KHLUYDOXHFRXOGUHDFKRIWKHJURVVYDOXH
RIZDJHV,QWHUODFLQJRIIULQJHEHQHILWVZLWKWKRVHSURYLGHGE\WKHVWDWHFDXVHGIUDJPHQWDWLRQ
RIWKHVRFLDOV\VWHPPDNLQJLWVPDQDJHPHQWOHVVHIILFLHQW
8QLYHUVDOFRYHUDJHDQGXQFOHDUHOLJLELOLW\FULWHULDKDYHEHHQJHQHUDWLQJDQH[SORVLYH
LQFUHDVHRIVRFLDOFRVWZKLFKFRQVWLWXWHGDKHDY\EXUGHQIRUWKHHFRQRP\’XULQJWKHVWKH
VKDUHRIVRFLDOH[SHQGLWXUHVLQFUHDVHGE\XQWLOLWUHSUHVHQWHGLQRIWKH*’3
(FRQRPLFUHFHVVLRQDFFRPSDQLHGE\WKHILVFDOFULVLVKDVEHHQHURGLQJWKHVXSSRUWRIVRFLDO
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7KHVLWXDWLRQLQ0ROGRYDVKRZVWKDWWKHPRVWFRQYHQLHQWDSSURDFKLVWKHPXOWLSLOODU
V\VWHPZKLFKFRPSULVHVSXEOLFFRPSXOVRU\SHQVLRQLQVXUDQFHDQGSULYDWHYROXQWDU\WLHU7KDWLV
ZK\LQFRQIRUPLW\ZLWKWKH6WUDWHJ\IRU5HIRUPLQJ3HQVLRQ6\VWHPDQG/DZ2Q6WDWH3HQVLRQ
,QVXUDQFHWKHFXUUHQW3$<*2V\VWHPZLOOEHUHSODFHGE\DV\VWHPZLWKWKUHHSLOODUVZKLFK
FRQVLVWVRIPLQLPDOJXDUDQWHHGSHQVLRQROGDJHSHQVLRQDQGLQGLYLGXDOSULYDWHSHQVLRQV
2QWKHEDVLVRIWKHDUWRIWKH/DZ2Q6WDWH3HQVLRQ,QVXUDQFHPLQLPDOSHQVLRQ
FRQVWLWXWHVWKHPLQLPDOVXPZKLFKLVJXDUDQWHHGE\WKHVWDWHWRSHRSOHZKRDUHHQWLWOHGWR
UHFHLYHWKHSHQVLRQEXWWKHHIIHFWLYHVL]HLVOHVVWKDQWKHPLQLPDOOHYHOHQYLVDJHGE\WKH/DZ,Q
WKLVFDVHWKHPLQLPDOSHQVLRQLVVHWDWRIWKHDYHUDJHZDJHLQWKHQDWLRQDOHFRQRP\
UHJLVWHUHGLQWKHSUHYLRXV\HDUIURPSURPXOJDWLRQRIWKHSUHVHQWODZ)XUWKHUWKHVL]HRIPLQLPDO
SHQVLRQZLOOEHLQGH[HGLQDFFRUGDQFHZLWKWKHUDWHRILQIODWLRQ
2OGDJHSHQVLRQVDUHEDVHGRQLQVXUDQFHSULQFLSOHVDQGDUHSURYLGHGWRWKRVHSHRSOHZKR
KDYHDFFXPXODWHGWKHVWDWXWRU\\HDUVRIFRQWULEXWLRQVDQGWKHPLQLPDOLQFRPHUHTXLUHGE\WKH
/DZ,QWKLVVHQVH/DZHQYLVDJHVWKDWWKHVL]HRISHQVLRQLVFRPSXWHGRQWKHEDVLVRIWKH
DYHUDJHLQVXUHGLQFRPHGHWHUPLQHGLQFRPSOLDQFHZLWKWKHWRWDOVXPRIFRQWULEXWLRQVPDGH7KH
/DZDOVRHQYLVDJHVSURYLVLRQVDERXWLQFHQWLYHVIRUDODWHUHWLUHPHQWDQGH[WUDZRUN\HDUVDGGHG
WRWKHVWDWXWRU\QXPEHU
,WLVZRUWKWRPHQWLRQWKDWWKHQHZSHQVLRQIRUPXODVLPSOLILHVWKHSURFHVVRILWV
FDOFXODWLRQDVVXUHVDWLJKWHUOLQNEHWZHHQFRQWULEXWLRQVDQGSHQVLRQEHQHILWVDQGLQFUHDVHV
LQFHQWLYHVWRODWHUHWLUHPHQW%HVLGHVWKDWWKHUHZHUHUHGXFHGQRQLQVXUHGSHULRGVRIWLPH
OLPLWLQJWRWKHIROORZLQJDFRPSXOVRU\PLOLWDU\VHUYLFHZLWKLQLQVWLWXWLRQVRI0LQLVWU\RI
’HIHQVH0LQLVWU\RI,QWHUQDO$IIDLUVDQG0LQLVWU\RI1DWLRQDO6HFXULW\’HSDUWPHQWRI&LYLO
3URWHFWLRQDQG(PHUJHQF\6LWXDWLRQVEFKLOGFDUHWLOODJHRI\HDU
,QGLYLGXDOSHQVLRQVDUHDW\SHRIYROXQWDU\VXSSOHPHQWHGWRROGDJHSHQVLRQDQG
PDQDJHGWKURXJKSULYDWHSHQVLRQIXQGV6XFKNLQGRILQVXUDQFHUXQVQRZDGD\VWKHLQVXUDQFH
FRPSDQ\‡$VLWR·EXWLWFRYHUVRQO\RIWKHWRWDOQXPEHURISHQVLRQHUV
7KHPDLQUHDVRQVZKLFKKLQGHUWKHGHYHORSPHQWRILQGLYLGXDOSHQVLRQLQVXUDQFHDUHODFN
RIVXLWDEOHOHJDOIUDPHZRUNXQGHUGHYHORSPHQWRIILQDQFLDOPDUNHWLQVWLWXWLRQVORZOHYHORI
LQFRPHRIWKHSRSXODWLRQODFNRIFUHGLELOLW\H[SUHVVHGE\WKHSRWHQWLDOFOLHQWVWRZDUGVYDULRXV
SULYDWHIXQGV
&DOFXODWLRQVPDGHE\WKH0LQLVWU\RI/DERU6RFLDO3URWHFWLRQDQG)DPLO\VKRZVWKDW
LQUHIRUPLQJSHQVLRQV\VWHPWKHHTXLOLEULXPLQWKHEXGJHWRI6RFLDO)XQGZRXOGEHDFKLHYHG
LQDQGZRXOGEHSRVLWLYHWLOO&DOFXODWLRQVPDGHE\WKH:%H[SHUWVVKRZQWKH
VDPHILQGLQJVDQGDFFRUGLQJWRWKHPWKHWRWDOVXPRIFRQWULEXWLRQVFRXOGUHDFKRI*’3
LQLQFDVHRILPSURYHPHQWLQWKHDGPLQLVWUDWLYHFDSDELOLW\RIWKHV\VWHP
,QSURPRWLQJSHQVLRQV\VWHPUHIRUPLWLVFULWLFDOO\LPSRUWDQWWRLQWURGXFHLQGLYLGXDO
DFFRXQWVLQRUGHUWRNHHSUHFRUGVRQSDLGFRQWULEXWLRQV7KLVZRXOGLPSURYHWKHUDWLRRI
3HQVLRQV\VWHPUHIRUPILUVWGLIILFXOWVWHSV
&,651RYHPEHU02/’29$,175$16,7,21
FRQWULEXWLRQFROOHFWLRQDQGDWWKHVDPHWLPHZRXOGLQWHQVLI\WKHFRQWURODQGPRQLWRULQJRI
H[SHQGLWXUHGLVWULEXWLRQ
7KHSURJUDPRIUHIRUPLQJSHQVLRQV\VWHPHQYLVDJHVWUDQVLWLRQWRQHZSULQFLSOHVRI
VRFLDOLQVXUDQFHZKLOHNHHSLQJULJKWVUHFHLYHGLQWKHROGV\VWHP6KLIWLQJWRDQHZSHQVLRQ
V\VWHPVKRXOGEHDGLIILFXOWSURFHVVDQGVRPHSURJUDPVFRXOGODVWIURPWR\HDUV7KXV
LQFUHDVLQJWKHUHWLUHPHQWDJHZLOOEHLPSOHPHQWHGLQ\HDUVFXUUHQWSHQVLRQSD\PHQWVZLOO
EHHOLJLEOHPRUH\HDUVVXSSOHPHQWLQJFXUUHQW3$<*2V\VWHPZLWKDWKUHHSLOODU–GXULQJ
\HDUV
6RFLDO)XQG%XGJHWZLWKDQGZLWKRXWUHIRUPV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&XUUHQWV\VWHP–SHVVLPLVWLFDOO\ 3URMHFW–
WL L WL OO
6KLIWLQJWRDQHZSHQVLRQV\VWHPLQ0ROGRYDHQFRPSDVVHVVHYHUDOVWDJHV$WHDFK
VWDJHWKHPDLQVWUDWHJLFGLUHFWLRQVKRXOGEHDGMXVWHGWRWKHQHZHFRQRPLFDQGVRFLDO
HQYLURQPHQW,QWKLVUHJDUGLWLVLPSRUWDQWWRGHYHORSDQGLPSURYHDPRQLWRULQJDQG
IRUHFDVWLQJV\VWHPRISHQVLRQGHYHORSPHQW
%HVLGHVWKDWLWPXVWEHWDNHQLQWRDFFRXQWWKDWSHQVLRQV\VWHPLVQRWDFORVHGV\VWHPLW
UHSUHVHQWVDSDUWRIWKHHFRQRP\WH[WXUH,QWKLVVHQVHSHQVLRQUHIRUPPLJKWQRWDIIHFWDOO
PDFURHFRQRPLFLQGLFDWRUVDOWKRXJKWKHUHFRXOGEHVRPHUHODWLRQVEHWZHHQWKHP)LUVWVWHSVDUH
DOZD\VWKHPRVWGLIILFXOWLQHDFKHQWHUSULVHEXWDWWKHHQGWKH\OHDGWRDVROXWLRQRIVRLPSRUWDQW
LVVXHDVSHQVLRQV\VWHPLV
(FRQRPLFUHIRUPVDQGFRQIOLFWVLWXDWLRQV
&,651RYHPEHU02/’29$,175$16,7,21 
(FRQRPLFUHIRUPVDQGFRQIOLFWVLWXDWLRQV
 7KHDQDO\VLVRIWUDQVIRUPDWLRQDOSURFHVVHVLQWKHFRXQWULHVLQWUDQVLWLRQWRZDUGVD
PDUNHWHFRQRP\VXJJHVWVWKDWWKHPDMRULW\RIWKRVHSURFHVVHVDUHDFFRPSDQLHGE\FRQIOLFW
VLWXDWLRQV7KLVLVTXLWHHDV\WRXQGHUVWDQGEHFDXVHWKHUHIRUPLVDFKDQJHDSURJUHVVLRQ
IURPSDVWWRQHZ’HYHORSHGFRXQWULHVZLWKZHOOHVWDEOLVKHGSROLWLFDOSDUWLHVDQGGHPRFUDWLF
VRFLHWLHVH[SHULHQFHIHZHUFRQIOLFWVDQGDWORZHUVRFLDOFRVWV&RXQWULHVOLNH3RODQG&]HFK
5HSXEOLF+XQJDU\DQG6ORYHQLDDOUHDG\XQGHUJRSURJUHVVHVLQWKHUHDOVHFWRUH[SHULHQFH
ILQDQFLDOEXGJHWDU\VWDELOL]DWLRQ7KHVWDWHVWULFWO\GHWHUPLQHVLWVSDUWLFLSDWLRQLQWKHHFRQRP\
–DVDQLQLWLDWRUDQGSURPRWHURIUHIRUPV
7KHVXFFHVVLQWKRVHFRXQWULHVZDVDWWDLQHGWKURXJKWKHWLPHO\FUHDWLRQRIOHJDO
IUDPHZRUNIRUWKHIRUPDWLRQRIWKHSULYDWHVHFWRUDVDJXDUDQWRURIHPSOR\PHQWDQGVROYHURI
VRFLDOSUREOHPV1H[WWRWKHFUHDWLRQRIDFRPSHWLWLYHSULYDWHVHFWRU–WKHIXQGDPHQWIRU
HFRQRPLFJURZWKWKHVHFRXQWULHVZHQWWKURXJKDQLQFUHDVHLQIRUHLJQWUDGH7KLVEURXJKWDQ
LQIORZRILQYHVWPHQWV,WLVLPSRUWDQWWKDWLQWKHSURFHVVHVRIWUDQVIRUPDWLRQRISURSHUW\DQG
FUHDWLRQRIQHZPDQDJHPHQWIRUPVWKHFRQIOLFWVGLGQRWJHQHUDWHGHVWUXFWLRQEXWZKHUHD
PRELOL]LQJIRUFHIRUWKHVRFLHW\
$VIRUWKHSRVW6RYLHWFRXQWULHVLQFOXGLQJ0ROGRYDRQRQHKDQGWKHVOXJJLVKDQG
LQGHFLVLYHSDFHRIUHIRUPVRULJLQDWHGORQJOLYHGFRQIOLFWVDQGRQWKHRWKHUKDQGWKHVRFLDO
SROLWLFDODQGPLOLWDU\FRQIOLFWVEORFNHGLPSOHPHQWDWLRQRIUHIRUPV7KHSURFUDVWLQDWLRQRI
UHIRUPVGHHSHQHGWKHUHDOVHFWRUGHJUDGDWLRQXQHPSOR\PHQWSUREOHPVDQGZRUVHQHGWKH
OLYLQJVWDQGDUGV,QVRPHFRXQWULHVWKHSDFHRIUHIRUPVZDVVXSSUHVVHGE\ODFNRIVRFLDO
FRQVHQVXVDQGFRQWLQXLW\LQWKHDFWLYLW\RIWKHJRYHUQPHQWVVXFFHHGLQJLQDURZ0ROGRYD
IRUH[DPSOHKDGVHYHQGLIIHUHQWJRYHUQPHQWVEHWZHHQDQG,QWKHDEVHQFHRID
PHGLXPWHUPGHYHORSPHQWSODQIRUWKHQDWLRQDOHFRQRP\WKLVIDFWGHOD\HGWKHSDFHDQG
FRQVHTXHQFHRIUHIRUPV
$QRWKHULPSRUWDQWFDXVHIRUWKHGHOD\RIUHIRUPVZDVWKHSHUVLVWHQFHLQSRVW6RYLHW
PHQWDOLW\RISRSXODWLRQZKRH[SHFWHGWKHEXONRIVRFLDOEHQHILWVIURPWKHVWDWH
6LPXOWDQHRXVO\WKHFULVLVLQWKHSURGXFWLRQVHFWRUDQGWD[DUUHDUVFDXVHGDFKURQLF
LQIULQJHPHQWRISRSXODWLRQQHHGVE\WKHVWDWHVRFLDOSURWHFWLRQIXOOHPSOR\PHQWFDSDFLW\
DQGVDODU\DUUHDUVLQWKHJRYHUQPHQWVHFWRU
7KHDEVHQFHRISROLWLFDOVWDELOLW\DQGFRQWLQXLW\LQJRYHUQPHQWDODFWLRQVLQ0ROGRYD
WKHPLOLWDU\VWUXJJOHLQ7UDQVQLVWULDUXLQHGWKHHFRQRPLFLQWHJULW\RIWKHFRXQWU\$ORQJZLWK
XQUHDOLVWLFDOO\RYHUHVWLPDWHGH[SHFWDWLRQVRISRSXODWLRQWKLVKDVEHHQGUDJJLQJWKHUHIRUPV
2QO\LQ0ROGRYDPDQDJHGWRSXWDQHQGWRLWVHFRQRPLFVWDJQDWLRQWRUHJLVWHUD
SHUFHQWJURZWKRIWKH*URVV’RPHVWLF3URGXFWDQGWRORZHULWVLQIODWLRQWRSHUFHQWSHU
\HDU7KHQDWLRQDOFXUUHQF\UHPDLQHGUHODWLYHO\VWDEOH%XWDWWKHPLFUROHYHOWKHVLWXDWLRQKDV
QRWEHHQVWDELOL]HG\HW0RVWHQWHUSULVHVRSHUDWHDWORVVHV%XGJHWVLWXDWLRQZRUVHQHGDVD
UHVXOWRIKXJHLQWHUQDODQGH[WHUQDOGHEWV
,QVXFKFRQGLWLRQVWKHVXFFHVVLQLPSURYHPHQWRIWKHVLWXDWLRQZDVWHPSRUDU\0DFUR
LQVWDELOLW\DQGVWDWHEXGJHWFULVLVDUHGHOD\LQJVWUXFWXUDOUHIRUPVSULYDWHVHFWRUGHYHORSPHQW
DQGWKHGHJUHHRIODERUIRUFHHPSOR\PHQWOHDGLQJWRWKHGHYHORSPHQWRIDVRFLDOFULVLV
(FRQRPLFUHIRUPVDQGFRQIOLFWVLWXDWLRQV
&,651RYHPEHU02/’29$,175$16,7,21
7KH
QG
JRYHUQPHQWRI,RQ&LXEXF0D\RXWOLQHGDQHZFRPSOH[RIDFWLRQVIRUWKH
DFFRPSOLVKPHQWRISULYDWL]DWLRQUHIRUPVUHVWUXFWXULQJRIDJUDULDQHQHUJHWLFDQGLQGXVWULDO
VHFWRUVRIWKHILQDQFLDOEXGJHWDU\HQYLURQPHQWLQIUDVWUXFWXUHDQGVRFLDOVSKHUH
1HYHUWKHOHVVWKH5XVVLDQILQDQFLDOWXUPRLO$XJXVWDVZHOODVLQWHUQDOIDFWRUVKDUVKO\
GHWHULRUDWHGWKHVRFLRSROLWLFDOVLWXDWLRQLQ0ROGRYD7KLVQHHGHGDQHODERUDWLRQRIDV\VWHP
RIDQWLFULVLVPHDVXUHVDQGWKHLUFRQVLGHUDWLRQLQWKHEXGJHWHWF
,WEHFDPHFOHDUQRZWKDWRQO\ILQDQFLDOPHFKDQLVPVE\WKHPVHOYHVZLWKRXWWKHUHYLYDO
RIWKHUHDOVHFWRURIWKHHFRQRP\DUHQRWHQRXJKWRLPSURYHWKHVLWXDWLRQ7KHRQO\ZD\RXW
RIWKHFULVLVLVWKURXJKUHVWUXFWXULQJRILQGXVWULDODQGDJULFXOWXUDOHQWHUSULVHVEDVHGRQQHZ
WHFKQRORJLHVDQGDGYDQFHGPDQDJHPHQW5HRULHQWDWLRQWRZDUGFRPSHWLQJPDUNHWVZLOO
LPSURYHFRXQWU\¶VWUDGHEDODQFHUHGXFHWKHSUHVVXUHRQWKHEXGJHWH[SDQGWKHHPSOR\PHQW
DQGHDVHVWDWH¶VVRFLDOFRPPLWPHQWV
$FFRUGLQJWRSUHOLPLQDU\HVWLPDWLRQVDERXWPLOOLRQ86GROODUVDUHQHFHVVDU\IRU
FRPSOHWHUHVWUXFWXULQJDQGXSJUDGLQJRI0ROGRYDQHQWHUSULVHV7KHFRXQWU\GRHVQRWKDYHVXFK
IXQGV7KHVROXWLRQZRXOGEHDWLJKWFRRSHUDWLRQZLWK(XURSHDQ8QLRQ0HGLWHUUDQHDQDQG
%ODFN6HDEDVLQFRXQWULHVLQRUGHUWRFROODERUDWHLQLPSOHPHQWLQJMRLQWSURMHFWV$WWKHVDPH
WLPHLWLVYLWDOWRPDLQWDLQWKHWUDGLWLRQDODGYDQWDJHVUHVXOWLQJIURPFRRSHUDWLRQZLWKWKH&,6
FRXQWULHV
$UDQJHRIWUDQVLWLRQFRXQWULHVHQFRXQWHUHGSROLWLFDOHWKQLFSUREOHPVEHVLGHVWKHDERYH
PHQWLRQHGVRFLDORQHV7KH\VORZGRZQWKHHFRQRPLFUHIRUPDQGGUDZDZD\DVLJQLILFDQW
SRUWLRQRIUHVRXUFHVWDUJHWHGWRZDUGVDQDQWLKXPDQXWLOL]DWLRQ6XFKFRQIOLFWVRULJLQDWHGLQ
5XVVLDQ)HGHUDWLRQ&DXFDVXVDQG%DONDQV0ROGRYDZDVQRWDQH[FHSWLRQ7KHVHFRQIOLFWVDVD
UXOHKDYHDIRUHLJQVXSSRUW(OLPLQDWLRQRIWKLVNLQGRIFRQIOLFWVUHTXLUHVWLPHDVZHOODVMRLQW
HIIRUWVRIGLIIHUHQWFRXQWULHVDUHIXVDORIIRUHLJQVXSSRUWIRUVHSDUDWLVWUHJLPHVWKDWDUHHDJHUWR
REWDLQUHFRJQLWLRQIURPWKHVXEMHFWVRILQWHUQDWLRQDOODZDSSOLFDWLRQRIUHVROXWHVDQFWLRQV
WRZDUGVWKHFRXQWULHVZKLFKDVVLVWWKHVHSDUDWLVPHWF
$QRWKHUW\SHRIFRQIOLFWVZKLFKDULVHVLQFRXQWULHVLQWUDQVLWLRQWRDPDUNHWHFRQRP\DUH
WHUULWRULDOFRQIOLFWVOLQNHGWRWKHLQIUDVWUXFWXUHJDVSLSHOLQHVHQHUJ\FRPSOH[URDG
WUDQVSRUWDWLRQ7KHVHFRQIOLFWVHPHUJHDVDUHVXOWRIXQGHWHUPLQHGIURQWLHUVEHWZHHQFRXQWULHV
DQGUHIXVDOWRFRRSHUDWHIRUWKHLPSURYHPHQWRIWKHJHQHUDOVLWXDWLRQ$PRQJWKHVHFRQIOLFWV
RQHRIWKHPRVWDODUPLQJFDVHVIRUWKH5HSXEOLFRI0ROGRYDDUHWKHGLIILFXOWLHVHPHUJHGDWWKH
FRQVWUXFWLRQRI*LXUJLXOHœWLWHUPLQDORQ’DQXEH5LYHU
$FRPPRQSODWIRUPIRUVHWWOLQJWKHFRQIOLFWVLQWUDQVLWLRQFRXQWULHVLVWKH
GHPRFUDWL]DWLRQRIWKHVRFLHW\HFRQRP\DQGRIWKHVWDWH’HPRFUDW  VWDWHVLQWKHLU
HVVHQFHDUHQRWDJJUHVVLYHLQWKHLULQWHUQDODQGH[WHUQDOSROLFLHV7KH\SURWHFWSHUVRQDOLW\
LQYLRODELOLW\DQGSURSHUW\ULJKWV$GHPRFUDWLFVRFLHW\VHHNVIRUDFRPSURPLVHEHWZHHQWKH
LQWHUHVWVRIDOODQGHDFKPHPEHURIWKHVRFLHW\7KLVVKRXOGEHWKHREMHFWLYHRIVWDWH¶V
HFRQRP\¶VDQGVRFLHW\¶VWUDQVIRUPDWLRQLQ0ROGRYD
3XEOLFRSLQLRQKRSHVDQGUHDOLWLHVRIWKHUHIRUPV
&,651RYHPEHU02/’29$,175$16,7,21 
3XEOLFRSLQLRQKRSHVDQGUHDOLWLHVRIWKHUHIRUPV
7UDQVLWLRQWRZDUGVDPDUNHWHFRQRP\WKHHFRQRPLFUHIRUPVDQGUDGLFDOVRFLDOFKDQJHV
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,QWHUIHUHQFHSROLWLFDOEDFNJURXQGRIUHIRUPV
7KHVWDUWLQJSRLQW
7KHIDEXORXVFKDQJHVWKDWWKHH[VRYLHWFRXQWULHVKDYHJRQHWKURXJKDIWHUWKHHDUO\¶V
KDYHSURYHQDFORVHGHSHQGHQFHEHWZHHQWKHHFRQRPLFDQGSROLWLFDOSURFHVVHV,QWKH5HSXEOLF
RI0ROGRYDWKHSROLWLFDOFRQIURQWDWLRQVRIWHQOHIWDSURIRXQGQHJDWLYHIRRWSULQWXSRQWKHSURFHVV
RIHFRQRPLFUHIRUPV7KHFULVLVIURPODWHFRQVWLWXWHVRQO\DORJLFDOVHTXHQFHRIWKHORQJ
UXQSHULRGZKHQWKHHFRQRPLFUHIRUPLQ0ROGRYDKDVEHHQWKHKRVWDJHRISROLWLFDOUHDOLWLHV/HW
XVPDNHDFORVHUORRNDWWKH\HDUVXQGHUUHYLHZ
7KHSROLF\RIGHPRFUDWL]DWLRQDQG‡SHUHVWURLND·ODXQFKHGE\*RUEDFKRYLQKDG
QHJDWLYHFRQVHTXHQFHVIRUWKHLQLWLDWRUKLPVHOI7KHIRUPHU6RYLHW8QLRQUHSXEOLFVWRRN
VHULRXVO\WKHIDFWWKDWDFFRUGLQJWR8665FRQVWLWXWLRQWKH\ZHUHHQWLWOHGWREHFRQVLGHUHG
VRYHUHLJQVWDWHV7KH%DOWLF6WDWHVZHUHWKHILUVWWRFRQVFLRXVO\VWDUWWKHSURFHVVRIVHFHVVLRQ
IURPWKH6RYLHW8QLRQDQGWRWUDQVIRUPLQWRVWDWHVUHFRJQL]HGRQLQWHUQDWLRQDODUHQD$V
GULYLQJIRUFHVRIWKRVHSURFHVVHVZHUHWKHQHZSROLWLFDOIRUFHVFDOOHG‡3RSXODU)URQWV·:LWK
VRPHGHOD\VLPLODUSURFHVVHVUDQDOVRLQWKH6RYLHW6RFLDOLVW5HSXEOLFRI0ROGRYD6650
$IWHUWKHIDPRXVIRUWKDWWLPH$UWLFOHIURPWKH&RQVWLWXWLRQRIWKH8665ZDVFDQFHOHG
ZKLFKVWLSXODWHGWKHPRQRSRO\RIWKH&RPPXQLVW3DUW\WKHSURFHVVRISROLWLFDOSOXUDOLVP
VWUXFWXULQJLQIRUPRI‡SXEOLFPRYHPHQWV·DOVRVWDUWHGLQ0ROGRYD,Q2FWREHULQ
&KLœLQXIRXUQHZSROLWLFDOIRUPDWLRQVZHUHUHJLVWHUHG3RSXODU)URQWRI0ROGRYD
,QWHUQDWLRQDOLVW0RYHPHQW‡(GLQVWYR·‡8QLW\·WKHPRYHPHQW‡*DJDX]+DONv·‡*DJDX]
SHRSOH·DQGWKH‡9R]UR]KGHQLH·‡5HYLYDO·PRYHPHQW:LWKVRPHLQVLJQLILFDQWH[FHSWLRQV
DOOWKHVHIRUPDWLRQVZHUHVHWXSEDVHGRQHWKQLFFULWHULRQ7KLVUHIOHFWHGWKHSURIRXQGVSOLWXS
RIWKH0ROGRYDQVRFLHW\DVDUHVXOWRIWKHFRQIURQWDWLRQVIURPYLVDYLVWKHSUREOHPV
WKDWRQO\DSSDUHQWO\VHHPHGWREHRIOLQJXLVWLFQDWXUH7KHVXEVWUDWXPZDVPXFKPRUH
SURIRXQG7KHVRFLHW\VSOLWLQWRWKRVHZKRZLVKHGWRSUHVHUYHWKHSROLWLFDOV\VWHPDQGROG
V\VWHPRIHFRQRPLFUHODWLRQVLQWKHVRFLHW\DQGWKRVHZKRIHOWWKHSRVVLELOLW\WRFKDQJHWKH
VRFLHW\7KHHOHFWLRQVFHDVHGWREHDERULQJSURFHGXUHZLWKSUHGHWHUPLQHGUHVXOWVE\WKH
&RPPXQLVW3DUW\GHFLVLRQPDNHUV,QWKHVSULQJRIWKHILUVWHOHFWLRQVZHUHKHOGZKHQ
PDQ\PRUHFDQGLGDWHVSHURQHFLUFXPVFULSWLRQZHUHDGPLWWHGIRUWKH6XSUHPH6RYLHWRIWKH
86657KHFRQIURQWDWLRQVXSRQWKHOLQJXLVWLFLVVXHVWUDQVIRUPHGLQWRDVWUXJJOHIRUSROLWLFDO
SRZHU7KHLQLWLDWLYHZDVUHVXPHGE\WKH3RSXODU)URQWZKHUHDVWKH&RPPXQLVW3DUW\RI
0ROGRYDVLQFHWKHVXPPHURIORVWWKHFRQWURORQWKHVLWXDWLRQ7KURXJKWKDWDOOWKH
VLWXDWLRQZDVUDWKHUFRQIXVHGEHFDXVHPDQ\DFWLYLVWVRIWKHQHZSROLWLFDOIRUPDWLRQVLQFOXGLQJ
RIWKH3RSXODU)URQWFRQWLQXHGWREHIRUPDOPHPEHUVRIWKH&RPPXQLVW3DUW\7KHVWUXJJOH
IRURIILFLDOL]DWLRQRIWKHODQJXDJHRIWKHQDWLYHSRSXODWLRQUHLQWURGXFWLRQRIWKH/DWLQDOSKDEHW
DQGUHFRJQLWLRQRILWVLGHQWLW\ZLWKWKH5RPDQLDQODQJXDJHGHHSO\VKDWWHUHGWKHSROLWLFDO
V\VWHPLPSRVHGRQWKHULJKWEDQNRIWKHULYHU1LVWUXDIWHUWKHIRUPDWLRQRIWKH6650LQ
,QWKHVXPPHURIODUJHPDVVHVRIWKHSRSXODWLRQHQJDJHGLQSROLWLFDOFRQIURQWDWLRQV
7KHWXUEXOHQWSROLWLFDOSURFHVVHVIURPGLVFORVHGWKHDYDLODELOLW\RIDVWURQJ
SROLWLFDOFRQWUDVWLQWKHUHSXEOLF7KHGHPDUFDWLRQOLQHZDVUXQQLQJDORQJWKHEDQNRIWKHULYHU
1LVWUXDQGLQFOXGHGWKHWRZQRI%HQGHU7KHVSHFLILFWUDLWRIWKLV]RQHZKLFKVXEVHTXHQWO\ZDV
QDPHG7UDQVQLVWULDZDVPRVWO\FRQGLWLRQHGE\WKHSROLF\SURPRWHGE\8665FHQWHUIRUPDQ\
GHFDGHV2QWKDWSDUWHQWHUSULVHVZHUHIRFXVHGWKDWZHUHVXERUGLQDWHGWRWKH8QLRQFHQWHUDQG
ZHUHSDUWRIWKHPLOLWDU\LQGXVWULDOFRPSOH[RIWKH8665DFFRXQWLQJIRUDERXWRIWKHHQWLUH
LQGXVWULDOSRWHQWLDORI0ROGRYD$OVRLQWKDW]RQHIRUPDQ\GHFDGHVWURRSVRIWKHWKDUP\
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KDYHEHHQGHSOR\HGZKRVHYHWHUDQVSUHIHUUHGDIWHUUHWLUHPHQWWRUHVLGHWKHUH7KHVHWZRIDFWRUV
LPSDFWHGSURIRXQGO\WKHGRPLQDWHGVSLULWVRIWKHSRSXODWLRQDQGHVVHQWLDOO\FKDQJHGWKHHWKQLF
FRPSRVLWLRQDQGPHQWDOLW\DVFRPSDUHGZLWKWKHULJKWEDQNRIWKHULYHU0RVWRIWKHSRSXODWLRQ
IURPWKHLQGXVWULDOFHQWHUVRI7UDQVQLVWULDVWRRGFDWHJRULFDOO\ERWKDJDLQVWWKHQDWLRQDOUHYLYDORI
WKHDXWRFKWKRQVDQGDJDLQVWWKHLGHDRIWUDQVIRUPLQJWKH6650LQWRDQLQGHSHQGHQWVWDWH7KH
VLWXDWLRQZDVDJJUDYDWLQJDOVRGXHWRWKHIDFWWKDWWKH7UDQVQLVWULDQSRSXODWLRQDWWKDWWLPH
ZDVDEOHWRREWDLQWKHLQIRUPDWLRQRIWKHSROLWLFDOSURFHVVHVJRLQJRQLQ&KLœLQX
RQO\IURP5XVVLDQODQJXDJHSUHVVIXOO\FRQWUROOHGE\WKH&RPPXQLVW3DUW\ZKLFKZKLOHORRVLQJ
WKHSROLWLFDOLQLWLDWLYHLQWHUSUHWHGHYHU\WKLQJWKDWZDVWDNLQJSODFHDJDLQVWLWVZLOODV
PDQLIHVWDWLRQVRIDJJUHVVLYH‡5RPDQLDQQDWLRQDOLVP·DVDSUHOXGHRIDQRYHUQLJKWXQLILFDWLRQRI
6650ZLWK5RPDQLD$VDUHVXOWIURPWKHYHU\EHJLQQLQJWKHWUXVWEHWZHHQUHSUHVHQWDWLYHVRI
WKRVHWZREDQNVZDVPLVVLQJ2QWKHOHIWEDQNWKHSROLWLFDOLQLWLDWLYHZDVWDNHQE\WKHH[WUHPLVW
SROLWLFDOIRUPDWLRQ‡267.·‡7KH8QLILHG&RXQFLORI/DERU&ROOHFWLYHV·,IRQWKHULJKWEDQN
WKHLQLWLDO3RSXODU)URQWHPHUJHGDVDQDQWLSRGHRIWKH&RPPXQLVW3DUW\WKHQRQWKHOHIWEDQN
WKH‡267.·HPHUJHGDVDWRXJKHUSURPRWHURIWKH‡6RYLHW·LGHRORJ\VKDSHGLQWRDPRVWO\
H[WUHPLVWIRUP
$WWKHVDPHWLPHWKHUHLVDFRPPRQSDUDPHWHUIRUWKHSDUWLFLSDQWVRIWKHSROLWLFDO
FRQIURQWDWLRQVLQ0ROGRYD–WKHORZOHYHORISROLWLFDOFXOWXUHWRWDOLWDULDQPHQWDOLW\DQGSULPLWLYH
SHUFHSWLRQRIWKHFRPSOH[LW\RIWKHSUREOHPVWKHVRFLHW\IDFHG7KLVZDVSDUWLFXODUO\QRWLFHGLQ
HFRQRPLFDVSHFW%RWKQHZOHDGHUVDQGWKHSRSXODWLRQZHUHH[WUHPHO\VHQVLWLYHWRHYHU\WKLQJ
WKDWZDVUHODWHGLQDZD\RURWKHUWRWKHQDWLRQDODVSHFWUHJDUGOHVVRIWKHHFRQRPLFIXWXUHRI
0ROGRYD8QIRUWXQDWHO\WRGD\LQ0ROGRYDWKHUHLVQRWDWOHDVWRQHVRXQGDQGLQIOXHQWVFKRRORI
HFRQRPLFVWKDWZRXOGKDYHEHHQDEOHWRLPSRVHLWVHOILQIURQWRIWKHSROLWLFLDQVDVDQDXWKRULW\LQ
WKHHFRQRPLFILHOG
7KHHFRQRP\RIWKH6RYLHW6RFLDOLVW5HSXEOLFRI0ROGRYDIURPWKHYHU\EHJLQQLQJZDV
FRQVWLWXWHGDVDFRPSRQHQWSDUWRIWKHHFRQRPLFFRPSOH[RIWKH6RYLHW8QLRQ7KHLQGXVWULDO
VHFWRUDVZHOODVWKHDJUDULDQRQHZDVIXOO\LQWHJUDWHGZLWKLQ8665$ERXWRIWKHWUDGH
ZDVPDGHZLWKWKHUHVWRIWKH8665,Q0ROGRYDWKHUHZDVDUHODWLYHO\ZHOOGHYHORSHGDJUR
LQGXVWULDOVHFWRUFRPSDUHGZLWKWKHRYHUDOOGHYHORSPHQWOHYHOLQWKH8665
6WDUWLQJZLWKWKHHOHFWLRQVIURPWKHUHZHUHKHOGDOUHDG\ILYHHOHFWRUDOFDPSDLJQV
SUHVLGHQWLDO–SDUOLDPHQWDU\LQ0ROGRYD7KHUHVXOWVRIWKHVH
HOHFWLRQVKDYHVWURQJO\LQIOXHQFHGUHIRUPVLQWKHVRFLHW\DQGSDUWLFXODUO\HFRQRPLFRQHV$W
WKHVDPHWLPHWKHLUUHVXOWVUHIOHFWHGERWKFKDQJHVRIWKHH[SHFWDWLRQVRISRSXODWLRQGXULQJ
WKRVH\HDUVDVZHOODVLWVUHDFWLRQWRFRQVHTXHQFHVRIWKHJRYHUQDQFHHOHFWHGUXOLQJIRUFHV,Q
WKLVDVSHFWLWLVLPSRUWDQWWRPDNHDQDQDO\VLVRIWKHVHWZRSDUDPHWHUV
(OHFWLRQVIURPUDQEDVHGRQWKHPDMRULW\SULQFLSOHLQ8QLRQOHYHO
FLUFXPVFULSWLRQV7KHH[FHVVLYHO\ELJQXPEHURIFLUFXPVFULSWLRQVZDVLPSRVHGE\WKH
OHDGHUVKLSRIWKH&RPPXQLVW3DUW\RI0ROGRYDZKLFKFRQVLGHUHGWKDWWKH3RSXODU)URQWZLOO
QRWKDYHHQRXJKIRUFHVWRFRYHUE\LWVFDQGLGDWHVVXFKDELJQXPEHURIFLUFXPVFULSWLRQV
1RQHRIWKHSROLWLFDOIRUFHVDQQRXQFHGLWVOLVWRIFDQGLGDWHVGXULQJWKHHOHFWRUDOFDPSDLJQ$V
PHQWLRQHGDERYHWKHVLWXDWLRQZDVYHU\FRQIXVHGEHFDXVHPHPEHUVRIWKH&RPPXQLVW3DUW\
ZHUHFODLPLQJRQEHKDOIRIDOOQHZO\IRUPHGSROLWLFDOIRUPDWLRQV7KLVPDGHWKH&RPPXQLVW
3DUW\RI0ROGRYDWRDQQRXQFHLWVHOHFWRUDOYLFWRU\EHFDXVHRIDOOWKHQHZGHSXWLHVDW
WKHPRPHQWRIHOHFWLRQVZHUHIRUPDOO\LWVPHPEHUV+RZHYHULQUHDOLW\DOPRVW
PDQGDWHVZHUHREWDLQHGE\WKH3RSXODU)URQWDSSUR[LPDWHO\WKHVDPHQXPEHUE\WKH
UHSUHVHQWDWLYHVRIWKHDJUDULDQVHFWRUHOHFWHGWKURXJKWKHFLUFXPVFULSWLRQVIURPWKHULJKW
EDQNGHSXWLHVZHUHHOHFWHGLQFLUFXPVFULSWLRQVIURPWKH(DVWHUQUDLRQVRIWKH5HSXEOLFRI
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0ROGRYDDOORIWKHPEHLQJ‡EOHVVHG·E\267.
)LUVWH[SHULHQFHRISDUOLDPHQWDULVP
7KHDFWLYLW\RIWKHILUVWSDUOLDPHQWZHQWWKURXJKVHYHUDOPRUHVWDJHV,WZDV
FRQVLGHUDEO\PDUNHGE\HQWKXVLDVPDQGURPDQWLFLVP,QFRQGLWLRQVRIVRFLHW\¶VILUVWVWHSV
WRZDUGVGHPRFUDWL]DWLRQWKHUROHRIPHPEHURISDUOLDPHQW03ZDVWRWDOO\QHZIRUWKH
HOHFWHG7KHQHZO\HPHUJHGSROLWLFDOHOLWHRI0ROGRYDWULHGWROHDUQDGKRFZKDWPHDQVWR
JRYHUQDVWDWH,WLVHQRXJKWRPHQWLRQWKDWWKHFDQGLGDF\RI0LUFHD’UXFWKHUHSUHVHQWDWLYH
RIWKH3RSXODU)URQWDVWKHSULPHPLQLVWHUZDVVXSSRUWHGLQWKH3DUOLDPHQWDOPRVW
XQDQLPRXVO\’HIDFWRLQWKH3DUOLDPHQWDQDWLRQDOQRQIRUPDOL]HGEORFZDVFRQVWLWXWHG
FRPSULVLQJWKHUHSUHVHQWDWLYHVRIWKH3RSXODU)URQWDQGPDQDJHUVRIWKHDJUDULDQIDUPV
HOHFWHGWKRXJKWKHFLUFXPVFULSWLRQVRQWKHULJKWEDQNRI1LVWUX-RLQWO\WKH\FRQVWLWXWHGD
PDMRULW\RIPRUHWKDQZKRYRWHGWKH’HFODUDWLRQRQ6RYHUHLJQW\RQ-XQH
DSSURYHGWKHFRDWRIDUPVWKHVWDWHEDQQHUHWF<HWWKHURPDQWLFSKDVHODVWHGOHVVWKDQD
\HDU,QWKH3DUOLDPHQWDUHJURXSLQJRIIRUFHVRFFXUUHG3ROLWLFDOVLWXDWLRQLQ0ROGRYD
DJJUDYDWHGSURPSWO\WKHVHFHVVLRQLVPLQWKH6RXWKHUQDQG(DVWHUQSDUWVRI0ROGRYDJRW
EH\RQGFRQWURORIWKHFHQWUDOSRZHU2Q$XJXVWLQ&RPUDWWKH6RYLHW6RFLDOLVW
5HSXEOLFRI*DJDX]LDLQWKHFRPSRVLWLRQRIWKH6RYLHW8QLRQZDVSURFODLPHGDQG
UHVSHFWLYHO\RQ6HSWHPEHULQ3DUFDQL–WKH7UDQVQLVWULDQ6RYLHW6RFLDOLVW5HSXEOLFRI
0ROGRYDLQWKHFRPSRVLWLRQRIWKH86653URILWLQJE\WKHSROLWLFDOPLVWDNHVRIWKHQHZ
OHDGHUVRI0ROGRYDWKH8665FHQWHUVXFFHHGHGWRXVHWKHVHFHVVLRQLVPLQ0ROGRYDLQ
FRPSDULVRQZLWK%DOWLF6WDWHVDVDQLQVWUXPHQWRIEODFNPDLODLPHGDWPDLQWDLQLQJWKH
UHSXEOLFLQWKH86657KHEHKDYLRURIWKHSULPHPLQLVWHU0LUFHD’UXFVKRZHGWKDWWKH
3RSXODU)URQWSURYHGWREHXQSUHSDUHGIRUDUHDOJRYHUQLQJ7KHDFWLRQSURJUDPRIWKH
*RYHUQPHQWZDVDGHFODUDWLYHGRFXPHQWEDVHGRQFHUWDLQURPDQWLFQRWLRQVUHJDUGLQJWKH
PDQQHURIPDUNHWHFRQRP\RSHUDWLRQV7KHFRPSOH[LW\ZDVQRWFRPSUHKHQGHGRIUDGLFDO
FKDQJHVLQWKHUHODWLRQVRIRZQHUVKLSDQGWKHUHZHUHQRVXJJHVWHGPHFKDQLVPVRIHFRQRPLF
WUDQVIRUPDWLRQ1HLWKHUKDGEHHQDWWHPSWVWRHVWLPDWHWKHVRFLDOFRVWV7KHFDWHJRULFDOO\
QHJDWLYHDWWLWXGHWRZDUGV8665GLGQRWKDYHDVEDFNJURXQGDQ\SURJUDPRIFRQVROLGDWLRQRI
HFRQRPLFLQGHSHQGHQFHRI0ROGRYDDVDVRYHUHLJQVWDWH,QVWHDGWKH’UXFFDELQHWZDVHDVLO\
LQYROYHGLQSROLWLFDOFRQIURQWDWLRQVLQ0ROGRYDLJQRULQJWKHSURFHVVRIHFRQRPLFUHIRUPV
7KHVRFDOOHG‡YROXQWHHULDGD·IURPWKHVXPPHURIRUJDQL]HGE\WKHFDELQHWDVDQ
LQVWUXPHQWRIWKH3RSXODU)URQWHYHQWVDWWKHEULGJHKHDGLQ’XEDVDULIURP1RYHPEHU
ZKLFKOHGWRORVVRIKXPDQOLYHVEURXJKWWKHH[LVWHQFHRIWKHQDWLRQDOEORFLQWKH3DUOLDPHQW
WRDQHQG2QO\DIWHURQH\HDURIDFWLYLW\DVKHDGRIFDELQHW0LUFHD’UXFZDVGLVPLVVHGHYHQ
ZLWKSDUWLFLSDWLRQRIVRPHRIKLVSUHYLRXVVXSSRUWHUV$WWKDWWLPHWKHSROLWLFDOLQLWLDWLYHZDV
UHVXPHGE\WKH3UHVLGHQWRIWKH5HSXEOLF0LUFHD6QHJXUXQGHUZKRVHXPEUHOODRQHPRUH
\HDUDFWHGWKHIROORZLQJFDELQHWKHDGHGE\9DOHULX0XUDYVFKL
7HVWLQJE\SULYDWL]DWLRQ
7KHSULYDWL]DWLRQSURFHVVRIWKHVWDWHSURSHUW\FRQVWLWXWHVDNH\HOHPHQWRIWKH
HFRQRPLFUHIRUP7KHDWWLWXGHWRZDUGVWKDWDQGPDQQHURIDSSURDFKGLVFORVHVERWKWKHOHYHO
RIFRPSHWHQFHRIWKHUHIRUPSURPRWHUVDVZHOODVWKHLUUHDOLQWHUHVWV,QLWVWXUQWKHVXFFHVV
RUIDLOXUHRIWKHSULYDWL]DWLRQSURFHVVFDQLPSDFWGHFLVLYHO\WKHUHIRUPVUXQ8QIRUWXQDWHO\
WKHUHDOLW\VKRZHGWKDWQRQHRIWKHSROLWLFDOIRUFHVIURPWKH3DUOLDPHQWHOHFWHGLQQRQH
RIWKH03JURXSVKDGFOHDUWDUJHWVUHJDUGLQJDSULYDWL]DWLRQPRGHOVXLWDEOHIRUWKHHFRQRP\
RI0ROGRYD&RQVHTXHQWO\RQ-XO\WKH3DUOLDPHQWRI0ROGRYDUHMHFWHGWKHGUDIWODZ
‡2QSULYDWL]DWLRQ·VXJJHVWHGE\LWVRZQFDELQHWDQGDGRSWHGDEVROXWHO\XQH[SHFWHGO\WKH
YHUVLRQRIWKHODZZRUNHGRXWDQGVXEPLWWHGRQO\DFRXSOHRIGD\VEHIRUHE\DJURXSRI
,QWHUIHUHQFH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PHPEHUVRIWKH6RFLDO’HPRFUDWLF3DUW\RI0ROGRYDDSDUW\ZKLFKZDVQRWUHSUHVHQWHGLQ
WKH3DUOLDPHQWDQGKDGQRWKLQJWRGRZLWKWKHSRZHUVWUXFWXUHV
7KHSUREOHPRIODQGSULYDWL]DWLRQSURYRNHGHYHQKDUGHUFRQIURQWDWLRQVLQWKH
3DUOLDPHQWEHWZHHQWKHUHSUHVHQWDWLYHVRIWKH3RSXODU)URQWDQGWKH‡DJUDULDQV·7KHODWWHU
ZKRUHJDUGHGWKHFROOHFWLYHIDUPVDVDPHFKDQLVPRIFRQWUROOLQJWKHHOHFWRUDWHDQGDVXUH
VRXUFHRISHUVRQDOHQULFKPHQWZHUHORRNLQJIRUYDULRXVH[FXVHVWRVORZGRZQWRPD[LPXP
WKHODQGSULYDWL]DWLRQSURFHVVRIEUHDNLQJXSWKHFROOHFWLYHIDUPV7KH3RSXODU)URQW
LQVLVWHGFDWHJRULFDOO\RQWKHSHDVDQWV¶ULJKWWRODQGRZQHUVKLS7KH/DQG&RGHHPHUJHGDVD
UHVXOWRIFRQIURQWDWLRQVEHWZHHQWKHPDLQSROLWLFDOIRUFHVRIWKDWWLPHZDVHQIRUFHGRQ
-DQXDU\7KH3RSXODU)URQWVXFFHHGHGWRJHWWKHIRUPDOULJKWRIWKHSHDVDQWVWRODQG
RZQHUVKLSZKHUHDVWKH/DQG&RGHVWLSXODWHGQRPHFKDQLVPRIDJXDUDQWHHGHQIRUFHPHQWRI
WKLVULJKW%RWKRIWKRVHWZRSROLWLFDOIRUFHVWKURXJKZKLFKPRVWRIDFWXDOSROLWLFLDQVVWDUWHG
WKHLUFDUHHUVVKRZHGDOHYHORIFRPSHWHQFHLQHFRQRPLFVIDUEHORZWKHUHTXLUHPHQWVDQG
ZHUHXQDEOHWRZRUNRXWDFRKHUHQWSURJUDPRIWUDQVIRUPLQJWKHDJUDULDQVHFWRURI0ROGRYD
RQWKHEDVLVRIPDUNHWHFRQRP\SULQFLSOHV
7KHJHQHVLVRIWKHILUVWUXOLQJSDUW\
7KHHYHQWVLQWKHVXPPHURIUXQQLQJLQ0RVFRZGLGQRWOHDYH0ROGRYDDQ\
DOWHUQDWLYHRQ$XJXVWLQDQDWPRVSKHUHRIWRWDOHQWKXVLDVPWKH3DUOLDPHQW
SURFODLPHGWKHLQGHSHQGHQFHRIDQHZVWDWHRQWKHSROLWLFDOPDSRI(XURSH7KHSROLWLFDOHOLWH
RI0ROGRYDJRWIDFHWRIDFHZLWKDVHULHVRIXQSUHFHGHQWHGSUREOHPV,QVKRUWSHULRGRIWLPH
WKH\ZHUHVXSSRVHGWRHUHFWWKHUHDOVWUXFWXUHVRIDUHDOVWDWH
7KHSXWVFKLQ0RVFRZPHDQWFRQFRPLWDQWO\WKHHQGRIWKH&RPPXQLVW3DUW\LQWKHIRUP
SUHYLRXVO\LPSRVHGE\0RVFRZ$IWHUWKH&RPPXQLVW3DUW\ZDVEDQQHGWKHDJUDULDQGHSXWLHV
EHLQJFRQIURQWHGZLWKWKH3RSXODU)URQWDQGIHHOLQJWKHQHHGRIDSROLWLFDOSDUW\WRGHIHQGWKHLU
RZQLQWHUHVWVLQ2FWREHUVHWXSWKH$JUDULDQ’HPRFUDWLF3DUW\RI0ROGRYD$’307KH
‡DJUDULDQV·DIWHUWKH‡GLYRUFH·ZLWKWKH3RSXODU)URQWEHFDPHPRVWLQIOXHQFLQJIRUFHLQWKH
3DUOLDPHQWKROGLQJPDQGDWHV$WWKHVDPHWLPHLWLVQHFHVVDU\WRUHPDUNWKDWWKH$’30
LQFRPSDULVRQZLWKWKH3RSXODU)URQWIRULQVWDQFHKDVQHYHUEHHQDSROLWLFDOSDUW\ZLWKD
SROLWLFDOSODWIRUPIXOO\VKDUHGE\DOOLWVPHPEHUV,QUHDOLW\DWWKHEHJLQQLQJWKH\FRQVROLGDWHGDV
IRUPHUPHPEHUVRIWKHYDQLVKHGFRPPXQLVWSDUW\ZLWKDJRDOWRSURPRWHFHUWDLQFRUSRUDWH
LQWHUHVWVOLQNHGZLWKWKHROGPDQQHURIRUJDQL]LQJWKHDJUDULDQVHFWRU
7KHDUPHGFRQIOLFWLQWKHVSULQJRIWKH%HQGHUWUDJHG\IURP-XQH
GHWHUPLQHGDWRWDOO\QHZFRUUHODWLRQRIIRUFHVLQWKH3DUOLDPHQW$QGUHL6DQJKHOL¶V
DSSRLQWPHQWDVSULPHPLQLVWHUPHDQWGHIDFWRLQVWDOODWLRQRIWKH$’30WRSRZHUDQGWKHHQG
RIGRPLQDWLRQRIWKH3RSXODU)URQWERWKLQWKH3DUOLDPHQWDQGWKHVRFLHW\DVDZKROH,Q
IRUPDOWHUPVWKLVSROLWLFDOIRUPDWLRQ¶VJRYHUQDQFH$’30¶VODVWHGDOPRVW\HDUVDQG
HQGHGXSRQ0DUFKZKHQWKLVSDUW\GLGQRWJDLQHYHQDWWKH3DUOLDPHQW
HOHFWLRQV$WWKHVDPHWLPHWKHIRUPDOJRYHUQLQJRIRQHDQGWKHVDPHSROLWLFDOSRZHUGLGQRW
PHDQFRQVHUYDWLRQRISROLWLFDOSURFHVVHVLQWKHVRFLHW\,QWKLVVHQVHLWLVLPSRUWDQWWR
FRPSDUHWKHUHVXOWVRIWKHSDUOLDPHQWHOHFWLRQVIURPDQGDQGWRDQDO\]HWKH
LQWHUGHSHQGHQFHRIWKHSROLWLFDOSURFHVVHVZLWKWKHHFRQRPLFRQHV
(YROXWLRQRIWKHSROLWLFDOVSHFWUXP
7KHHOHFWLRQVIURP)HEUXDU\ZHUHWKHILUVWHOHFWLRQVEDVHGRQPXOWLSDUW\
V\VWHP$OVRIRUWKHILUVWWLPHWKH\ZHUHKHOGDFFRUGLQJWRSURSRUWLRQDOSULQFLSOH7KHZKROH
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0ROGRYDKDVEHHQGHFODUHGDVRQHFLUFXPVFULSWLRQDQGHDFKHOHFWRUDOFRPSHWLWRUSUHVHQWHGD
OLVWRIFDQGLGDWHV)RUSDUWLFLSDWLQJLQVKDULQJWKHSODFHVLQSDUOLDPHQWLWZDVQHFHVVDU\WRSDVV
DWKUHVKROG7KHFRPSDULVRQRIWKHDQGHOHFWLRQVLVVLPSOLILHGE\WKHIDFWWKDW
WKH‡UXOHVRIJDPH·UHPDLQHGXQFKDQJHGH[FHSWIRUVRPHVPDOOGHWDLOV7KHUHVXOWVRIHYHU\
SROODUHDSSUHFLDWHGXVXDOO\DIWHUWKHGLVWULEXWLRQRIPDQGDWHVLQWKHSDUOLDPHQW$WWKHVDPH
WLPHLWLVQHFHVVDU\WRPHQWLRQWKDWGXHWRWKHWKUHVKROGDWWKHSROOIURP)HEUXDU\
PRUHWKDQRIYDOLGYRWHVZHUHORVWRQ0DUFK–PRUHWKDQ7KLV
LVZK\LQRUGHUWRSURYLGHWKHFRUUHFWQHVVRIWKHDQDO\VLVLWLVQHFHVVDU\WRWDNHLQWRDFFRXQW
QRWRQO\WKHGLVWULEXWLRQRIPDQGDWHVLQWKH3DUOLDPHQWEXWDOVRWKHSROLWLFDOSUHIHUHQFHVRI
WKHHOHFWRUDWHZKRYRWHGIRUWKHHOHFWRUDOFRPSHWLWRUVZKLFKUHPDLQHGXQGHUWKH
WKUHVKROG
7KHILUVWFRQFOXVLRQSRVVLEOHWREHGUDZQIURPWKHGLDJUDPEHORZLVWKDWDOUHDG\LQ
PRUHWKDQRIWKHYRWHUVZKRSDUWLFLSDWHGLQWKHHOHFWLRQVZHUHORRNLQJIRUDQ
DOWHUQDWLYHWRHLWKHUWKH0ROGRYDQ‡OHIWLVWV·RU‡ULJKWLVWV·,QRWKHUFRQGLWLRQVWKLV‡FHQWHU·
ZRXOGKDYHEHHQUHSUHVHQWHGE\PDQGDWHVRI03VZKLFKPLJKWKDYHPHDQWDWRWDOO\
GLIIHUHQWFRUUHODWLRQRIIRUFHVLQWKHSDUOLDPHQW$’30ZRXOGQ¶WKDYHKHOGDQDEVROXWH
PDMRULW\LQWKH3DUOLDPHQWDQGHYHQWKHILUVWH[SHULHQFHRIHOHFWLRQVEDVHGRQPXOWLSDUW\
V\VWHPPLJKWKDYHREOLJHGWKH0ROGRYDQSROLWLFLDQVWRFUHDWHDFRDOLWLRQFDELQHW,QUHDOLW\
KRZHYHUWKH$’30ZRQPDQGDWHVRIWKHZKLFKDOORZHGWRFUHDWHD‡PRQRFRORU·
FDELQHWKHDGHGE\WKHVDPH$QGUHL6DQJKHOL7KHSROORQ0DUFKVKRZHGWKDWWKH
QXPEHURIWKRVHZKRORRNHGIRUDQDOWHUQDWLYHWR‡FHQWULVWV·GXULQJIRXU\HDUVLQFUHDVHGWZR
IROGWKLVWLPHDFFRXQWLQJIRU1RZWKH‡FHQWHU·LVUHSUHVHQWHGLQWKH3DUOLDPHQWE\
WKH%ORFIRUD’HPRFUDWLFDQG3URVSHURXV0ROGRYD%’30ZKLFKZRQDQG
UHVSHFWLYHO\PDQGDWHV1HYHUWKHOHVVDWWKLVWLPHDERXWRIYRWHVLQWKH‡FHQWHU·ZHUH
ORVW
7KHSDUOLDPHQWDU\HOHFWLRQVIURPWRRNSODFHDWWKHWLPHZKHQ0ROGRYD
XQGHUWRRNWKHILUVWVWHSVWRZDUGVPDUNHWHFRQRP\7KHSULYDWL]DWLRQSURFHVVZDVDOUHDG\
XQOHDVKHG,QLQFRQGLWLRQVRIH[WUHPHO\VKDUSFULVLVSURYRNHGE\WKH7UDQVQLVWULDQ
FRQIOLFW0ROGRYDVWDUWHGWKHFROODERUDWLRQZLWKWKHLQWHUQDWLRQDOILQDQFLDOLQVWLWXWLRQV,QWKH
IDOORIRQO\VRPHPRQWKVEHIRUHWKHILUVWSDUOLDPHQWDU\HOHFWLRQVLQFRQGLWLRQVRI
VWDWHKRRGLQGHSHQGHQFHRI0ROGRYDWKH0ROGRYDQOHXZDVLQWURGXFHGLQWRFLUFXODWLRQ
6XEVHTXHQWO\DWWKDWSROOWKH0ROGRYDQYRWHUVGHFLGHGZKDWSROLWLFDOIRUFHDVVLJQHGWR
LPSOHPHQWWKHHFRQRPLFUHIRUPZLOOOD\WKHFRUQHUVWRQHIRUVHWWLQJXSWKHHFRQRPLF
IRXQGDWLRQRIWKHQHZVWDWH
(YROXWLRQRIWKHUXOLQJSDUW\
(PHUJHGLQ2FWREHUEDVHGRQWKH‡9LDWD6DWXOXL·‡&RXQWU\VLGH/LIH·FOXEWKH
$’30DOUHDG\KDGFRQVROLGDWHGLWVIRUFHVIRUWKHILUVWHOHFWLRQVEDVHGRQPXOWLSDUW\V\VWHP
LQVRPHPRUHDVSHFWV,QRUJDQL]DWLRQDODVSHFWLWFRPSULVHGDQDUHDRIDOPRVWFROOHFWLYH
IDUPVZKLFKZHUHWUHDWHGE\WKH‡DJUDULDQV·DVSULPDU\RUJDQL]DWLRQV,QWKHVLWXDWLRQZKHQ
WKHUXUDOSRSXODWLRQZDVYHU\SRRUO\LQIRUPHGDERXWWKHHVVHQFHRIWKHSURFHVVHVLQ
0ROGRYDWKLVIDFWFRQVWLWXWHGDQH[WUHPHO\HIILFLHQWPHFKDQLVPRIIRUPLQJWKHHOHFWRUDO
RSWLRQLQWKHFRXQWU\VLGH$QGUHL6DQJKHOLWKHLQIRUPDOOHDGHURIWKH$’30DOUHDG\LQ
KDGEHHQEHLQJSULPHPLQLVWHUIRUWZR\HDUV2Q$’30¶VFDQGLGDWHVOLVWZDVDOVRLQFOXGHG
WKHWKDWWLPH&KDLUPDQRIWKH3DUOLDPHQW3HWUX/XFLQVFKLZKHUHDV0LUFHD6QHJXUDV
3UHVLGHQWRIWKH5HSXEOLFRSHQO\VXSSRUWHGWKLVSROLWLFDOIRUPDWLRQ7KXVWKHPDMRULW\RI
H[HFXWLYHSRZHUVWUXFWXUHVHLWKHURSHQO\RUODWHQWO\JRWLQYROYHGLQWKHHOHFWRUDOFDPSDLJQ
RQEHKDOIRIWKH$’30WRRN
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7KHHOHFWRUDOPHVVDJHRIWKH$’30ZDVDVVLPSOHDVSRVVLEOH2QWKHEDFNJURXQGRI
3RSXODU)URQWUDGLFDOL]DWLRQDQGDIWHUWKHEORRG\FRQIOLFWLQZKLFKVKRFNHGWKHPDMRULW\
RIWKHSRSXODWLRQWKH$’30VXFFHHGHGWRLPSRVHLWVHOILQWKHRSLQLRQRIPDQ\SHRSOHDVDQ
DFFHSWDEOHDOWHUQDWLYHWRWKHSROLWLFDOH[WUHPLVPDVDZDUUDQWRIVWDWHKRRGLQWKHVHQVHRI
QRQXQLILFDWLRQZLWK5RPDQLDSUHVHUYLQJWKHWUDGLWLRQDOHFRQRPLFUHODWLRQVZLWK&,6HWF
$WWKHVDPHWLPHDFRQVLGHUDEOHSDUWRIWKH0ROGRYDQHOHFWRUDWHZDVDOUHDG\DIIHFWHGE\
QRVWDOJLFVHQWLPHQWVDQGQHJDWLYHDWWLWXGHWRZDUGVVXFKQRWLRQVDV‡PDUNHWHFRQRP\·
‡GHPRFUDF\·7KHHOHFWRUDWHZDVQRWFRQFHUQHGRIWKHIDFWWKDWLQWKHFDQGLGDWHVOLVWRIWKLV
SDUW\ZHUHLQFOXGHGSHRSOHRIYDULRXVIRUPDWLRQVREYLRXVO\IRUWXLWRXVDQGE\WKH
SHUIXQFWRU\QDWXUHRIWKHSUHHOHFWRUDOSODWIRUP$’30ZRQDFDWHJRULFDOHOHFWRUDOVXFFHVV
+DYLQJRIYRWHVDQGPDQGDWHVLQWKH3DUOLDPHQWRXWRISODFHV$’30EHFDPHD
UXOLQJSDUW\$IWHUWKHYLFWRU\RIWKH$’300LUFHD6QHJXUEHLQJWKH3UHVLGHQWRI0ROGRYD
HOHFWHGWKURXJKJHQHUDOSROO’HFGHFODUHGKLPVHOIPHPEHURIWKLVSDUW\
$’30IRUPDOO\VXUYLYHGDVUXOLQJSDUW\IRUIRXU\HDUV<HWLQUHDOLW\LWZDVQRWDEOHWR
IXOILOOLWVUROHRIUXOLQJSDUW\7KHQHHGWRSURPRWHUHDOFKDQJHVLQWKHVRFLHW\HYLGHQFHGWKH
IDFWWKDWWKH$’30PHPEHUVKDGSROLWLFDOYLHZVOHWDORQHSHUVRQDOLQWHUHVWVZKLFKZHUH
RIWHQLQFRPSDWLEOH%HLQJRQDOLVWRIFDQGLGDWHVIRUWKHVDNHRIDFFHVVWRSRZHUWKH\ZHUH
QRWDEOHWRUXQWKHLUDFWLYLWLHVEDVHGRQDFRPPRQSURJUDPRIJRYHUQLQJ$OUHDG\DIWHURQH
\HDU‡DJUDULDQ·03VKHDGHGE\1LFRODH$QGURQLFOHIWWKH$’30IDFWLRQDFFXVLQJWKH
IRUPHUSDUW\IHOORZVRIODFNRIUHDOUHIRUPLVP7KH3UHVLGHQWRI0ROGRYD0LUFHD6QHJXU
FDWHJRULFDOO\GLVWDQFHGIURP$’30DQGLQDQ\HDUMRLQHGLQDGLUHFWGLVDJUHHPHQWZLWKWKHP
7KHLOOXVLRQRI$’30¶VH[LVWHQFHDVVWDEOHSROLWLFDOSDUW\ZDVGLVVLSDWHGE\WKH
HOHFWRUDOFRPSHWLWLRQLQZKHQWKUHH‡DJUDULDQV·0LUFHD6QHJXU3HWUX/XFLQVFKL
DQG$QGUHL6DQJKHOLHQJDJHGLQDFRPSHWLWLRQIRUWKHSRVLWLRQRIWKH3UHVLGHQW’HVSLWHWKH
IDFWWKDWWKHFRQJUHVVVXSSRUWHG$QGUHL6DQJKHOLDVFDQGLGDWHLWZDVREYLRXVWKDWWKH
$’30PHPEHUVGLVSHUVHGDURXQGDWOHDVWIRXUFDQGLGDWHV6DQJKHOL/XFLQVFKL6QHJXUDQG
9RURQLQ7KHREYLRXVIDLOXUHRIWKH$’30FDQGLGDWH$QGUHL6DQJKHOLDVFODLPDQWIRU
SUHVLGHQF\OHGWKH$’30¶VSROLWLFDOGRPLQDWLRQWRDQHQG0U$QGUHL6DQJKHOLUHWLUHGIURP
SULPHPLQLVWHU,QWKRVHFRQGLWLRQVWKHSUHVHUYDWLRQRISDUOLDPHQWHOHFWHGLQZDV
FRQGLWLRQHGPRUHRIWKHGHVLUHRIWKHGHSXWLHVWRPDLQWDLQDVORQJDVSRVVLEOHWKHLUSRVLWLRQV
7KHSROLWLFDOLQLWLDWLYHZDVUHVXPHGE\3HWUX/XFLQVFKLWKHQHZ3UHVLGHQWRIWKH5HSXEOLFRI
0ROGRYD7KHQHZSULPHPLQLVWHU,RQ&LXEXFZDVSURPRWHGQRWDVDUHSUHVHQWDWLYHRIWKH
SDUOLDPHQWDU\PDMRULW\EXWDVWKH‡UHSUHVHQWDWLYHRIWKH3UHVLGHQW·
7KHSDUOLDPHQWDU\HOHFWLRQVIURP0DUFKPHDQWDSROLWLFDOHQGRI$’307KH
IRUPHU‡DJUDULDQV·ZHUHLQFOXGHGDVFDQGLGDWHVRIPDQ\HOHFWRUDOFRPSHWLWRUVVWDUWLQJIURP
’HPRFUDWLF&RQYHQWLRQRI0ROGRYDFRQVLGHUHGDVDULJKWSROLWLFDOIRUFHWRWKH3DUW\RI
&RPPXQLVWVRI0ROGRYD7KH$’30¶VHOHFWRUDWHZDVWDNHQRYHUPRVWO\E\WKH3DUW\
RI&RPPXQLVWVDQGWKH%ORFIRUD’HPRFUDWLFDQG3URVSHURXV0ROGRYDZKLFKZDV
DVVRFLDWHGZLWKWKHH[SHFWDWLRQVRIWKHYRWHUVUHODWHGWR3HWUX/XFLQVFKLWKHQHZ3UHVLGHQW
RI0ROGRYD7KH$’30ZKLFKZDVLQSRZHUIRU\HDUVREWDLQHGGXULQJWKHSROORI0DUFK
RQO\ZKLFKGLGQRWPDNHSRVVLEOHLWVUHSUHVHQWDWLRQLQWKH3DUOLDPHQW$IWHUWKH
3DUOLDPHQWHOHFWLRQVIURP0DUFKDQHZFRUUHODWLRQRIIRUFHVZDVFUHDWHG7KH
FHQWHUULJKWJRYHUQLQJFRDOLWLRQZDVFRQVWLWXWHG7KHIRUPHUOHDGHUVRIRSSRVLWLRQJRWWKH
SRVVLELOLW\WRSDUWLFLSDWHLQWKHJRYHUQPHQWRIWKHFRXQWU\WRGHPRQVWUDWHWKHVXSHULRULW\YLV
jYLVWKH‡DJUDULDQLQWHUIURQWLVW·JRYHUQLQJ
7KHHFRQRPLFUHIRUPDQG0ROGRYDQUHDOLW\
,QWHUIHUHQFHSROLWLFDOEDFNJURXQGRIUHIRUPV
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7KHDSSOLFDWLRQRIPDUNHWHFRQRP\SULQFLSOHVLQWKH5HSXEOLFRI0ROGRYDKDGDV
SXUSRVHWKHFUHDWLRQRIFRQGLWLRQVIRUVKLIWLQJIURPFRPPDQGDGPLQLVWUDWLYHV\VWHPRI
HFRQRP\PDQDJHPHQWWROLEHUDOL]HGHFRQRP\7KHEDFNJURXQGRIWKLVSURFHVVZDVWKH
UDGLFDOFKDQJLQJRIRZQHUVKLSIURPVWDWHRZQHGSURSHUW\WRSULYDWHRZQHUVKLSERWKLQWKH
LQGXVWULDOVHFWRUDVZHOODVLQWKHDJUDULDQRQH7KHFKDQJHRIRZQHUVKLSUHODWLRQVLPSOLHV
UDGLFDOFKDQJHVRIWKHVWUXFWXUHRIWKHQDWLRQDOHFRQRP\WKHHFRQRPLFDJHQWVZKRDUHQRW
DEOHWRDGDSWWRPDUNHWHFRQRP\FRQGLWLRQVEHLQJVXSSRVHGWRGLVDSSHDU7KHQDWLRQDO
FXUUHQF\ORZUDWHRILQIODWLRQWUDQVSDUHQWOHJLVODWLRQDQGWKHHQFRXUDJLQJILVFDOSROLF\VKRXOG
FUHDWHDIDYRUDEOHFOLPDWHIRULQYHVWPHQWVLQWKHQDWLRQDOHFRQRP\7KH,0):%(%5’
HDFKRQHLQLWVILHOGVKRXOGJUDQWDVVLVWDQFHZKLOHWKHQDWLRQDOHFRQRP\JRHVWKURXJKWKH
GLIILFXOWUHVWUXFWXULQJSHULRG)URPSROLWLFDOYLHZSRLQWWKLVHFRQRPLFUHIRUPVFHQDULRZRXOG
KDYHEHHQSURSHUWREHSURPRWHGE\DSROLWLFDOSDUW\EDVHGRQDFRQVHTXHQWOLEHUDOGRFWULQH
2QO\LQWKDWFDVHWKHSHULRGRIWKHUHIRUPZRXOGKDYHEHHQPLQLPDODQGUHVSHFWLYHO\WKH
VRFLDOFRVWPLQLPL]HG
7KHQRWLRQVRI‡PDUNHWHFRQRP\·‡UHVWUXFWXULQJ·LPSO\HVVHQWLDOFKDQJHVLQDQ\
FRXQWU\<HWLQFDVHRI0ROGRYDWKH\HTXDOHGWRWUXO\GUDPDWLFFKDQJHVIRULWVFLWL]HQV
7KHVHZRUGVPHDQWKDWLWVHFRQRPLFSRWHQWLDOZKLFKFRQVWLWXWHGRQO\DSDUWRIWKHHFRQRPLF
ERG\RIWKHH[8665HQJDJHVWRFRPSHWHHTXDOO\ZLWKRWKHUVWDWHVRQWKHZRUOGPDUNHW
7KHVKDWWHULQJFRQWUDVWEHWZHHQZKDWWKHHFRQRP\RI0ROGRYDZDVZLWKLQWKHFRPSRVLWLRQ
RIWKHIRUPHU8665DQGZKDWVKRXOG0ROGRYDHFRQRP\EHFRPHDVLQGHSHQGHQWVWDWH
PHDQVILUVWRIDOOQHZUHTXLUHPHQWVWRZDUGVWKHHPSOR\HHVRIWKHQDWLRQDOHFRQRP\
2YHUZKHOPLQJPDMRULW\RIWKH0ROGRYDQSRSXODWLRQWXUQHGWREHXQSUHSDUHGLQWHUPVRI
SV\FKRORJLFDODQGSURIHVVLRQDODVSHFWV)RULQVWDQFHWKHSULYDWL]DWLRQLQWKHDJUDULDQVHFWRU
IRU0ROGRYDPHDQVHPHUJHQFHRIVRPHPLOOLRQODQGRZQHUV<HWLWLVDEVROXWHO\FOHDUWKDW
RIWKRVHZKRKDYHEHHQ‡FROOHFWLYHIDUPHUV·IRUDZKROHOLIHRQO\YHU\IHZZLOOEHDEOHWR
DGDSWWRQHZO\HPHUJHGUXOHVRIWKHJDPH$WWKHVDPHWLPHWKHHOHFWRUDOUHDOLWLHVRI
0ROGRYDVKRZHGWKDWWKHQXPEHURIFLWL]HQVZKRDUHFRQVFLRXVRIWKHSURFHVVHV¶
LUUHYHUVLELOLW\DQGDUHQRWDIIHFWHGE\WKHQRVWDOJLFIHHOLQJVLVUHODWLYHO\VPDOO7KXVLQ
FRQGLWLRQVRIUHJXODWHGHOHFWLRQVWKH‡QRVWDOJLFV·KDGDOOWKHFKDQFHVWRYRWH
FRUUHVSRQGLQJO\ERWKLQDVZHOODVLQ
7KH‡GHPRFUDF\·DQG‡PDUNHWHFRQRP\·UHODWHGVORJDQVZHUHVWDWHGDVHDUO\DVDWWKH
HOHFWLRQV<HWWKHUHDOLWLHVWKDWIROORZHGSROLWLFDOFULVLVWKDWJHQHUDWHGWKHDUPHG
FRQIOLFWREYLRXVGHFOLQHRIWKHOLYLQJVWDQGDUGVHWFOHGWKRVHVORJDQVWRFRPSURPLVH
DFFRUGLQJWRWKHYLHZVRIPDQ\SHRSOH7KHVRFLHW\ZDVQRWDEOHWRSHUFHLYHWKDWLWGRHVQRW
VXIIHUGXHWR‡GHPRFUDF\·EXWGXHWRLQFRPSHWHQFHRIWKRVHZKRHQJDJHGLQLWVSURPRWLRQ
7KXVLQWKHYRWHRIWKH‡QRVWDOJLFV·VHHWKH&KDUWEURXJKWWRSRZHUDSDUW\ZKLFKGH
IDFWRFRQVWLWXWHGDVHJPHQWRIWKHIRUPHUFRPPXQLVWSDUW\
,QWHUIHUHQFHSROLWLFDOEDFNJURXQGRIUHIRUPV
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3ROLWLFDOV\PSDWK\RIWKHSRSXODWLRQ
UHVXOWVRIWKHSDUOLDPHQWDU\HOHFWLRQV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5LJKWLVWV &HQWHU /HIWLVWV

‡5LJKW·
$OOLDQFHRIWKH&KULVWLDQ’HPRFUDWLF3RSXODU
)URQW
$VVRFLDWLRQRI9LFWLPVRI7RWDOLWDU\5HJLPH
%ORFNRI3HDVDQWVDQG,QWHOOHFWXDOV
(FRORJLF3DUW\‡*UHHQ$OOLDQFH·
1DWLRQDO&KULVWLDQ3DUW\
‡&HQWHU·
6RFLDO’HPRFUDWLF%ORFN
’HPRFUDW3DUW\
:RPHQ$VVRFLDWLRQ
5HSXEOLFDQ3DUW\
’HPRFUDWLF3DUW\RI/DERU
3DUW\RI5HIRUPV
,QGHSHQGHQWFDQGLGDWHV
‡/HIW·
$JUDULDQ’HPRFUDWLF3DUW\
%ORFNRI6RFLDOLVW3DUW\DQG‡(GLQVWYR·
0RYHPHQW

‡5LJKW·
%ORFN‡’HPRFUDWLF&RQYHQWLRQ·
3DUW\RI’HPRFUDWLF)RUFHV
&KULVWLDQ’HPRFUDWLF8QLRQ
‡&HQWHU·
6RFLDO’HPRFUDWLF3DUW\
6RFLDO’HPRFUDWLF%ORFN‡6SHUDQWD·
%ORFN&LYLF$OOLDQFH‡)XUQLFD·
%ORFN‡)RUD’HPRFUDWLFDQG3URVSHURXV
0ROGRYD·
%ORFN‡$OOLDQFHRI’HPRFUDWLF)RUFHV·
,QGHSHQGHQWFDQGLGDWHV
3DUW\RI5HIRUPV
8QLWHG/DERU3DUW\
‡/HIW·
3DUW\RI&RPPXQLVWV
$JUDULDQ’HPRFUDWLF3DUW\
3DUW\RI(FRQRPLFDQG6RFLDO(TXLW\
%ORFN‡6RFLDOLVW8QLRQ·
,QWHUIHUHQFHSROLWLFDOEDFNJURXQGRIUHIRUPV
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 %XWWKHVLWXDWLRQRIWKH5HSXEOLFRI0ROGRYDDVLQGHSHQGHQWVWDWHWKHYLJRURXVVWDUWRI
HFRQRPLFUHIRUPVLQ5XVVLDGLGQRWOHWWKHJRYHUQLQJRIILFLDOVRI0ROGRYDDVLQWKHFDVHRI
LQGHSHQGHQFHGHFODUDWLRQQRWDVLQJOHFKDQFH5HJDUGOHVVWRSROLWLFDOFRORUWKH\KDGWR
IROORZWKHZD\RIHFRQRPLFUHIRUPV
)RUPDWLRQRIDPRQRFRORU&DELQHWDQGWKHFRPIRUWDEOHPDMRULW\LQWKH3DUOLDPHQWDOORZHG
WKH‡DJUDULDQV·WRPDQLIHVWWKHPVHOYHVIUHHO\DVUXOLQJSDUW\0RVWREYLRXVO\VKRZHGWKHLUOHYHORI
FRPSHWHQFHLQWKHDJUDULDQVHFWRU2QWKHRQHKDQGDVHDUO\DVRI-DQXDU\WKH/DQG&RGH
ZDVHQIRUFHGZKLFKWKHRUHWLFDOO\VWLSXODWHGWKHSRVVLELOLW\RIWKHSHDVDQWVWREHFRPHODQG
RZQHUV2QWKHRWKHUKDQGSDUWLFXODUO\LQWKHWHUULWRU\WKH‡DJUDULDQV·ZHUHFUHDWLQJLPSHGLPHQWV
LQWKHSURFHVVRIODQGDSSURSULDWLRQWKRXJKDOOSRVVLEOHZD\VEHLQJDZDUHDERXWWKHUHDOSRVLWLRQ
RIWKH$’30LQWKLVUHJDUG0RUHRYHURQ1RYHPEHUWKH$’30IDFWLRQWKURXJKLWV
GHFLVLRQFHDVHGWKHSULYDWL]DWLRQRIODQGE\SHDVDQWV,WZDVQHFHVVDU\IRUWKHRSSRVLWLRQWRDSSHDO
WRWKH&RQVWLWXWLRQDO&RXUWIRULWVFDQFHOODWLRQ7KHWRWDO‡EDUWHUL]DWLRQ·RIWKHHFRQRPLFUHODWLRQV
LQWKHDJUDULDQVHFWRUFUHDWHGDIDYRUDEOHHQYLURQPHQWIRUWKHIWDQGFRUUXSWLRQ7KH$’30
IDFWLRQZDVQRWFDSDEOHWRSURYLGHIRUDGLYHUVLILFDWLRQRIH[SRUWPDUNHWVIRU0ROGRYDQSURGXFWV
8QLYHUVDORULHQWDWLRQWRZDUGVWKH5XVVLDQPDUNHWHQJHQGHUHG‡FRQWDPLQDWLRQ·RIWKH0ROGRYDQ
HFRQRPLFV\VWHPZLWKPRVWO\KDUPIXOYLFHV‡’RXEOHDFFRXQWLQJ·EHFDPHDQRUPDOH[SHULHQFHLQ
WKHUHODWLRQVDPRQJHFRQRPLFDJHQWVIRUWKHVRFLHW\DWODUJH$’30VWDUWLQJIURPWKHFRUSRUDWH
LQWHUHVWVRILWVOHDGHUVWULHGWRVDYHWKHVRFLDOLVWYDULDQWRIWKH0ROGRYDQDJULFXOWXUHWKURXJK
EXUGHQLQJWKHLQGXVWULDOVHFWRU3UHIHUHQWLDOWDULIIVIRUWKHHFRQRPLFDJHQWVRIWKHDJUDULDQVHFWRU
IRUSXUFKDVLQJHQHUJ\UHVRXUFHVDOOW\SHVRIVXEVLGLHVIURPWKHVWDWHEXGJHWZULWLQJRIIWKH
DUUHDUVWRWKHEXGJHWHWFEHFDPHDQRUPDOWRRO7LOOWKHHQGRILWVUXOLQJSHULRG$’30GLGQRW
KDYHDQ\SURJUDPRIWUDQVIRUPLQJWKH0ROGRYDQDJULFXOWXUHLQWRDFRPSHWLWLYHDQGYLDEOHVHFWRU
RIWKHQDWLRQDOHFRQRP\$’30GLGQRWXQGHUVWDQGRULWGLGQRWHQGHDYRUWRDGPLWLQIURQWRILWV
HOHFWRUDWHWKDW0ROGRYDKDVQRFKDQFHVWREHFRPHDSURVSHURXVVWDWHDVDQDJUDULDQFRXQWU\
&RQVHTXHQWO\DIWHUWKLV‡UHIRUPDWRU\·SROLF\WKHLQGXVWULDOSRWHQWLDOLQ0ROGRYDGHJUDGHG
QHLWKHUWKHDJUDULDQZDVUHVFXHG,QWKHVRFLHW\FRUUXSWLRQHPHUJHGWKHVKDGRZHFRQRP\JRW
EH\RQGFRQWURO,JQRUDQFHRIWKHIXQGDPHQWDOSUREOHPVOHGWRH[WUHPHO\SUREOHPDWLFUHVXOWVLQWKH
HQHUJ\VHFWRU%ORFNDJHRIUHIRUPVLQWKLVVWUDWHJLFILHOGIRUDQ\VWDWHWKHHUURQHRXVWDULIISROLF\
PDVVLYHGHIDXOWVDQGWKHIWRIHQHUJ\OHGWRLWVGHJUDGDWLRQLQWHUPVRIWHFKQLFDOVWDWHFUHDWHGD
YLFLRXVFLUFOHRIPXWXDODUUHDUVWKDWDVRIWRGD\FDQEHEURNHQRQO\DWKXJHFRVWIRUWKHVRFLHW\
7KHFRQIOLFWLQWKHVSULQJVXPPHURIRQWKH1LVWUXOHGWRGLVPDQWOLQJRIWKH
LQWHJUDWLRQRIWKHHFRQRPLFFRPSOH[RI0ROGRYD6L[\HDUVSDVVHGVLQFHWKHPLOLWDU\
FRQIURQWDWLRQVZHUHFHDVHG8QIRUWXQDWHO\GXULQJWKLVWLPHQRSROLWLFDOSURJUHVVKDVEHHQ
UHDFKHGLQUHVROYLQJWKHFRQIOLFW,QVWHDGWKLV]RQHEHFDPHD‡IUHH]RQH·IRUVPXJJOLQJ
FLJDUHWWHVRLOSURGXFWVLOOHJDOWUDGHRIJXQVHWF7KHVWDWHXQIRUWXQDWHO\VKRZVQHLWKHU
SROLWLFDOZLOOQRUFRPSHWHQFHIRUFHDVLQJWKHFRQWUDEDQG0DQ\SHRSOHFRQVLGHUWKDWWKH
ORVVHVIRUWKH0ROGRYDQEXGJHWGXHWRQRQUHVROXWLRQRIWKH7UDQVQLVWULDQSUREOHPDUHPXFK
KLJKHUWKDQWKHFRYHWHGORDQVIURPWKHLQWHUQDWLRQDOILQDQFLDORUJDQL]DWLRQV
7KHHFRQRP\DQGHOHFWRUDO‡QRQVWRS·
$FRQWUDVWLQJHOHPHQWRQWKHEDFNJURXQGRIWKHSURFHVVRIWKHQDWLRQDOHFRQRP\
GHJUDGDWLRQFRQVWLWXWHGWKH‡EHKDYLRU·RIWKH0ROGRYDQOHX7KDQNVWRWKHSROLF\SURPRWHG
E\WKH1DWLRQDO%DQNRI0ROGRYDVWDELOLW\RIWKHQDWLRQDOFXUUHQF\ZDVDVVXUHGGXULQJ
DOPRVW\HDUV,Q0ROGRYDHPHUJHGLWVRZQEDQNLQJV\VWHP%XWLWWXUQHGRXWWKDWWKLVZDV
QRWVXIILFLHQWWRUHKDELOLWDWHWKHHFRQRP\7KHVKDUSGHFOLQHRI*’3LQWKHQDWLRQDOHFRQRP\
LQZDVSUDFWLFDOO\VWRSSHG$FFRUGLQJWRPRQHWDULVWFDQRQVWKHSURFHVVRIHFRQRP\
,QWHUIHUHQFH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02/’29$,175$16,7,21

UHDQLPDWLRQVKRXOGKDYHVWDUWHG<HWWKHUHFHQW\HDUVVKRZHGWKDWWKHUHLVRQHPRUHIDFWRU
ZKLFKDIIHFWVIDUWRRQHJDWLYHO\WKHVLWXDWLRQRIWKHQDWLRQDOHFRQRP\7KHVHDUHWKH
‡DSRFDO\SWLFH[SHFWDWLRQV·RIWKHVRFLHW\RQWKHHYHRIHOHFWLRQVDQGXVDJHRIWKHVWDWH
VWUXFWXUHVDVHOHFWRUDOWHDPV7KHILUVWIDFWRUHDFKWLPHSURYRNHV‡PRQH\ODXQGHULQJ·IURP
WKHQDWLRQDOHFRQRP\WKHRWKHU–HDFKWLPHOHDGVWRSDUDO\]LQJWKHVWDWHSRZHUVWUXFWXUHV,I
LQWKH$’30ZDVUHJDUGHGE\HYHU\ERG\DVDUXOLQJSDUW\DQGWKHLQWHUHVWVRIWKH
3UHVLGHQW&KDLUPDQRIWKH3DUOLDPHQWDQGSULPHPLQLVWHUZHUHSHUWDLQLQJWRLWWKHQLQ
WKHVDPHWKUHHOHDGHUVZHUHLQYROYHGLQWKHHOHFWRUDOFDPSDLJQXVLQJWKHVWDWHRIILFHKROGHUV
LQWKHLUHOHFWRUDOWHDPVDFFRUGLQJWRSHUVRQDOILGHOLW\FULWHULD$WWKHSDUOLDPHQWDU\HOHFWLRQV
LQWKHPHPEHUVRIWKHFDELQHWZHUHLQFOXGHGDVFDQGLGDWHVRQWKHOLVWVRIVRPHHOHFWRUDO
FRPSHWLWRUV,QWZR\HDUVWKHVWDWHGLGQRWKDYHD&DELQHWFDSDEOHWRDFWDVDFRQVROLGDWHG
WHDPFRPPLWWHGRQDSURJUDPRIQDWLRQDOHFRQRP\UHIRUPDWLRQDSSO\LQJFRQVHTXHQWO\WKH
SULQFLSOHVRIWKHPRQHWDULVWSROLF\
7KHHOHFWLRQVRIQGRI0DUFKRQO\DJJUDYDWHGWKHVLWXDWLRQLQWKLVUHJDUG
)RUPDWLRQRIWKHQHZ&DELQHWLQFRQIRUPLW\ZLWKWKH‡DOJRULWKP·EXWKHDGHGE\DSULPH
PLQLVWHUVXJJHVWHGE\WKH3UHVLGHQWGLGQRWOHDGWRHVWDEOLVKPHQWRIDFRPSHWHQWDQGHIILFLHQW
WHDPLQUHIRUPVSURPRWLRQ:LWKRXWVXFKDWHDPDQ\UHIRUPSDUWLFXODUO\DQHFRQRPLFRQHUXQV
LQWRDFKDRV7KHILQDQFLDOFULVLVIURPWKH5XVVLDQ)HGHUDWLRQMXVWDFFHOHUDWHGWKHQHJDWLYHWUHQGV
LQWKH0ROGRYDQHFRQRP\ZKLFKEHFDPHLUUHYHUVLEOHWZR\HDUVDJR
)LQGLQJV
2QHRIFRQFOXVLRQVWKDWFDQEHPDGHLVWKDW0ROGRYDQHHGVWRPDNHFKDQJHVLQWKH
&RQVWLWXWLRQ([SHULHQFHRIPDQ\RWKHUFRXQWULHVZKLFKKDYHJRQHWKURXJKSDLQIXOUHIRUPV
VKRZHGWKDWWKHHFRQRPLFJURZWKFDQQRWEHHQVXUHGZLWKRXWDSROLWLFDOVWDELOLW\7KHQRQ
FULPLQDOSULYDWHFDSLWDOLVOHVVVHQVLWLYHDWWKHILUPVZKLFKDUHGULYHUVRIHFRQRPLF
WUDQVIRUPDWLRQVEXWZKLFKFDWHJRULFDOO\DYRLGWKH]RQHVRISROLWLFDOLQVWDELOLW\7KHH[DPSOHRI
&KLOHLVVLJQLILFDQWLQWKLVUHJDUG:LWKRXWUHMHFWLQJWKHSULQFLSOHRISRZHUVHSDUDWLRQ0ROGRYD
VWLOOKDVWRFKRRVHHLWKHULWUHQRXQFHVWKHSUHVLGHQWLDOLQVWLWXWLRQDQGWKHSDUOLDPHQWPDMRULW\
DVVXPHVWKHHQWLUHUHVSRQVLELOLW\ZLWKRXWFRPSODLQLQJWKDW3UHVLGHQWDGPLWVLPSHGLPHQWVRUWKH
3UHVLGHQWHOHFWHGEDVHGRQJHQHUDOYRWHSURYLGHVIRUWKHVWDELOLW\RIWKHH[HFXWLYHSRZHULQWKH
FRXQWU\IRUDWOHDVWIRXU\HDUV:KDWFDQDIIRUG,WDO\FKDQJLQJWKHFDELQHWV\HDUE\\HDULVQRW
DIIRUGDEOHIRUDFRXQWU\LQWUDQVLWLRQ7KH‡HOHFWRUDOUXVK·GXULQJSUHVHQWVDQLQWHUHVW
LQWHUPVRISROLWLFVEXWLWVVRFLDOHFRQRPLFFRQVHTXHQFHVDUHKRUULEOH7KHFXUUHQW&RQVWLWXWLRQ
FDQEHDQGLWLVSHUIHFWDVDQHIILFLHQWUHPHG\DJDLQVWGLFWDWRUVKLSEXWLWLVQRWVXLWDEOHIRU
0ROGRYDQUHDOLWLHVLQWKHWUDQVLWLRQSHULRG
,QRWKHUZRUGVWKHQHJDWLYHH[SHULHQFHRIPRQHWDULVWSROLF\DSSOLHGLQWKH5HSXEOLFRI
0ROGRYDLQQRFDVHGHULYHVIURPVRPHNLQGRIHUURQHRXVSULQFLSOHVODLGRQLWVEDVLV&HUWDLQO\
WKH0ROGRYDQVRFLHW\DVDZKROHZDVQRWDEOHWRFRSHZLWKWKHWDVNVLPSRVHGE\LWVWUDQVLWLRQ
WRPDUNHWHFRQRP\$OOWKH\HDUVDIWHUWKHHFRQRPLFUHIRUPVZHUHODXQFKHG0ROGRYDGLGQRW
KDYHDQ\SROLWLFDOIRUFHWRFRQVHTXHQWO\DQGFRPSHWHQWO\SURPRWHWKHHFRQRPLFUHIRUP
$OWKRXJKGXULQJWKRVHWZR\HDUVORWVRIVROHPQGHFODUDWLRQVZHUHPDGHLQ0ROGRYDUHJDUGLQJ
WKHILGHOLW\WRPDUNHWHFRQRP\SULQFLSOHVLQUHDOLW\DUHDOSROLWLFDOZLOOZDVPLVVLQJZLWKRXW
ZKLFKQRWKLQJFDQEHUHDFKHG7KH&RQVWLWXWLRQRIWKH5HSXEOLFRI0ROGRYDVWDWHVVROHPQO\
‡7KHPDUNHWIUHHHFRQRPLFLQLWLDWLYHOR\DOFRPSHWLWLRQDUHWKHEDVLFIDFWRUVRIWKHHFRQRP\·
7KHUHDOLW\KDVVKRZHGWKDWHDFKRIWKHVHWIRUWKPRPHQWVFDQQRWEHUHDOL]HGLQDVRFLHW\ZKLFK
XQGHUVWRRGGHPRFUDF\DVVRPHERG\¶VSRVVLELOLW\WRVWHDOZKHUHDVWKHRWKHUVHQY\LW
([WHUQDOLPSDFWVWKH5XVVLDQILQDQFLDOFULVLVDQGWKH0ROGRYDQHFRQRP\
&,651RYHPEHU02/’29$,175$16,7,21

([WHUQDOLPSDFWVWKH5XVVLDQILQDQFLDOFULVLVDQGWKH0ROGRYDQ
HFRQRP\
  7KH$XJXVWILQDQFLDOFULVLVLQ5XVVLDDIIHFWHGPDQ\FRXQWULHVLQWUDQVLWLRQWRD
PDUNHWHFRQRP\HYHQWKRVHZKHUHHFRQRPLFVWDELOL]DWLRQOLEHUDOL]DWLRQDQGVWUXFWXUDO
UHVWUXFWXULQJKDVEHHQZHOODGYDQFHGVXFKDVWKH%DOWLF6WDWHVIRULQVWDQFH)RUVHYHUDO
PRQWKV0ROGRYDUHVLVWHGWKHILQDQFLDOWXUEXOHQFHRIKHUQHLJKERUEXWWKHQXQDEOHWRPHHW
FRQGLWLRQVSXWIRUZDUGE\LQWHUQDWLRQDOILQDQFLDOLQVWLWXWLRQVDQGELODWHUDOGRQRUVDQGWKHUHE\WR
UHFHLYHWKHEDGO\QHHGHGDVVLVWDQFHLWKDGWR\LHOGWREDODQFHRISD\PHQWVFXUUHQWDFFRXQW
SUHVVXUHV7KH0ROGRYDQOHLKDVEHHQHIIHFWLYHO\VWURQJO\GHYDOXHGDQGWKHFRXQWU\IRXQGLWVHOI
FORVHWRDQLQWHUQDWLRQDOGHIDXOW$IWHUVHYHQ\HDUVRIVWUXFWXUDOWUDQVIRUPDWLRQDQGDWWHPSWVRI
VXVWDLQHGPDFURHFRQRPLFVWDELOL]DWLRQ0ROGRYD¶VDGMXVWPHQWWRWKH5XVVLDQILQDQFLDOFULVLV
ZDVFORVHUWRWKDWRI8NUDLQHUDWKHUWKHQWKDWRIWKH%DOWLFVQRWWRPHQWLRQWKH9\VKHJUDG
FRXQWULHV
 7KHFDXVHVIRUWKH5XVVLDQFULVHVDUHVXEMHFWWRLQWHQVLYHLQYHVWLJDWLRQ,WVLPPHGLDWH
FDXVHZDVWKHFROODSVHRIFRQILGHQFHRIILQDQFLDOLQYHVWRUVLQ5XVVLDSUHFHGHGE\DIDLORI
5XVVLD¶VJRYHUQPHQWWRUROORYHULWVPDWXUHGWUHDVXU\ELOOVDQGJURZLQJIHDURIGHIDXOWDQG
GHYDOXDWLRQ$PRQJRWKHUFDXVHVZHUHWKHVWUXFWXUDOZHDNQHVVRI5XVVLD¶VEDQNLQJVHFWRUD
IDOOLQDVVHWVSULFHVLQVWRFNH[FKDQJHGHFOLQHLQ5XVVLD¶VRLOH[SRUWUHYHQXHDVZHOODVWKH
LQFUHDVLQJULVNDZDUHQHVVRIJOREDOILQDQFLDOLQYHVWRUVIROORZLQJDUDWKHUVSHFWDFXODUFROODSVH
RIVRPH–XQWLOWKHQYHU\G\QDPLF–$VLDQHFRQRPLHV+RZHYHUDWWKHURRWVRIWKHFULVHVWKHUH
LVDVHULHVRIIDLOHGDQGDERUWHGILQDQFLDOVWDELOL]DWLRQSURJUDPVDQG5XVVLD¶VLQDELOLW\WRVFDOH
EDFNSXEOLFILQDQFHUHTXLUHPHQWVRQWKHRQHKDQGDQGODFNDQGRUIDLOXUHRIPDQ\VWUXFWXUDO
UHIRUPVLQFOXGLQJSULYDWL]DWLRQUHVWUXFWXULQJRIWKHVWDWHRZQHGHQWHUSULVHVHFWRUVORZDQG
FRUUXSWGHYHORSPHQWRIWKHSULYDWHVHFWRUIDLOHGHQHUJ\VDYLQJSURJUDPVODFNRIUHIRUPVLQ
DJULFXOWXUHDQGODVWEXWIDUQRWOHDVWKXJHPRQH\ZDJHVULVHVKLJKHUWKDQLQRWKHU&,6
FRXQWULHV\HWWRWDOO\XQMXVWLILHGE\SURGXFWLYLW\JDLQVRULPSURYHGOLTXLGLW\RIWKHHQWHUSULVH
VHFWRUEXWJUDQWHGRQSROLWLFDOJURXQGV
 :LWKH[SRUWVWR5XVVLDUHSUHVHQWLQJSHUFHQWRI0ROGRYD¶VWRWDOH[SRUWVDQGLPSRUWV
IURP5XVVLDUHSUHVHQWLQJSHUFHQWRIWRWDO0ROGRYD¶VLPSRUWVWKHVKRUWWHUPUHVXOWVKDGWR
EHWKHLQYHUVLRQRIWKH0ROGRYD¶VH[SRUWVXUSOXVHVSHFLDOO\WKDW0ROGRYD¶VLPSRUWVIURP
5XVVLDFRQVLVWPDLQO\RIJDVRLODQGRWKHUUDZPDWHULDOVLHWKHLUSULFHHODVWLFLW\LVORZDQG
0ROGRYD¶VH[SRUWVDUHPDLQO\IRRGDQGDJULFXOWXUDOSURGXFWVZKHUHSULFHFRPSHWLWLRQLV
VKDUSDQGLQWKHIDFHRISDVWDSSUHFLDWLRQRIWKH0ROGRYDQOHLSURILWPDUJLQVRIH[SRUWHUVDUH
WKLQLIDWDOOSRVLWLYH0RUHRYHUWKHORZSULFHHODVWLFLW\RI0ROGRYD¶VLPSRUWVIURP5XVVLD
LPSO\DGGLWLRQDOLQIODWLRQDU\SXVKDFURVVWKHERDUG8NUDLQHZKLFKLVDOVRDQLPSRUWDQWWUDGLQJ
SDUWQHUIRU0ROGRYDXQGHUJRHVSRVVLEO\HYHQDJUHDWHUILQDQFLDOFULVHVWKDQWKDWRI5XVVLD
&DQ0ROGRYDFXVKLRQWKRVHH[WHUQDOVKRFNVDQGZKDWLWVKRXOGGRLQRUGHUWRDFKLHYHWKLV"
 )LUVWRIDOOLWPXVWEHQRWHGWKDWZLWKVRPHUHVSHFWVPDFURHFRQRPLFVWDELOL]DWLRQLQ
0ROGRYDDIWHUVHYHQ\HDUVRIUHIRUPVDSSHDUVWREHPRUHVROLGWKDQLQ5XVVLDDQG8NUDLQH
,WVSXEOLFILQDQFHUHTXLUHPHQWLVORZHUWKDQLQODWWHUWZRFRXQWULHVDVDUHWKHUHVSHFWLYH\LHOGV
RQWUHDVXU\ELOOVDQGWKHFRVWVRIILQDQFLQJWKHSXEOLFGHEW$OVRRWKHUµKDUG¶FRPSRQHQWVRI
JRYHUQPHQWVSHQGLQJUHSUHVHQWDVPDOOHUSURSRUWLRQRIWKH*’3
7UXHEXGJHWGHILFLWRQFRPPLWPHQWVEDVLVLQ0ROGRYDJRWRXWRIFRQWUROZLWKSHQVLRQDQG
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JRYHUQPHQWVHFWRUZDJHDUUHDUVPRUHWKDQGRXEOLQJWKHFDVKEDVHGEXGJHWGHILFLW\HWWKHQHZ
JRYHUQPHQWDOUHDG\SULRUWRWKHFULVLVZDVZRUNLQJKDUGRQFRQWDLQLQJWKLVSUREOHPLQWKH
EXGJHW
 0RUHLPSRUWDQWO\QH[WWRSURYLGLQJILQDQFLDOVWDELOLW\DFULWLFDOSDFNDJHRIVWUXFWXUDO
PHDVXUHVKDYHEHHQFDUHIXOO\SUHSDUHGDQGDJUHHGXSRQEHWZHHQWKHPDLQFRDOLWLRQSDUWQHUV
DQGZLWKWKHLQWHUQDWLRQDOILQDQFLDOLQVWLWXWLRQV2QFHWKLVSDFNDJHLVLQWURGXFHG0ROGRYDPD\
LPPHGLDWHO\UHFHLYHD86’PLOOLRQORDQIURPWKH,0)DQGD86’PLOOLRQORDQIURPWKH
:RUOG%DQN$OWKRXJKWKHPRQH\OHQWLVUHODWLYHO\LQVLJQLILFDQWIURPWKHYLHZSRLQWRIWKH
GRQRUVLWZLOOSURYLGHWKHQHFHVVDU\EUHDWKLQJVSDFHIRUWKHFRXQWU\DQGDOORZIRUWKHUHIRUP
LQFOXGHGLQWRWKHSDFNDJHGHOLYHUWKHLUHIIHFWVHYHQWKRXJKZLWKUHJDUGWRVRPHRIWKHPWKHLU
UHVSHFWLYHPDWXULW\SHULRGVDUHUDWKHUORQJ
 7KHQHFHVVDU\SDFNDJHRIPHDVXUHVRQVWDELOL]DWLRQRIWKHILQDQFLDOVLWXDWLRQLQWKH
5HSXEOLFRI0ROGRYDZDVSUHVHQWHGE\’HSXW\3ULPH0LQLVWHU,RQ6WXU]DLQWKH3DUOLDPHQW
DOUHDG\RQ6HSWHPEHU,WLQFOXGHVDPRQJRWKHUWKLQJVLWKHLQWURGXFWLRQRID
WHPSRUDU\LPSRUWVXUFKDUJHRISHUFHQWLLWKHLQWURGXFWLRQRIUHIHUHQFHSULFHVIRUH[SRUW
DQGLPSRUWWUDQVDFWLRQVIRUDGYDORUHPWD[OLDELOLW\DVVHVVPHQWLLLHOLPLQDWLRQRIJUDFH
SHULRGVIRUSD\PHQWRIH[FLVHVRQRLOSURGXFWVLQRUGHUWRHOLPLQDWHWD[DQGWDULIIDYRLGDQFH
LYUHVFKHGXOLQJRIFUHGLWVIURPFRPPHUFLDOEDQNVWRWKHHQWHUSULVHVHFWRUXQGHUJRYHUQPHQW
JXDUDQWHHVLQRUGHUWRSRVWSRQHFRPPHUFLDOEDQNVUHTXHVWVIRUUHSD\PHQWVYVSHFLDO
PHDVXUHVDJDLQVWHQWHUSULVHVZKLFKGRQRWUHLPEXUVHFUHGLWVUHFHLYHGGLUHFWO\IURPWKHEXGJHW
VXFKPHDVXUHVDVDUUHVWWRDFFRXQWVFRQILVFDWLRQRIDVVHWVHWFELOOLRQOHLRIVXFKFUHGLWV
KDYHEHHQJUDQWHGEHWZHHQDQGYLHOLPLQDWLRQRIWHFKQLFDOFUHGLWVIURPWKH
EXGJHWYLLFDQFHOODWLRQRIPLOOLRQOHLORDQWRDJUDULDQSURGXFHUVDQGIROORZLQJDPRUH
HODERUDWHGVFKHGXOHDUHGXFWLRQE\SHUFHQWRIEXGJHWH[SHQGLWXUHV$OWRJHWKHUPLOOLRQ
OHLLVWREHWKXVVDYHG
 )LQDQFLDOVWDELOL]DWLRQZLOOEHUHLQIRUFHGE\VXFKDGGLWLRQDOPHDVXUHVDVLSURWHFWLRQRI
IRUHLJQFXUUHQF\UHVHUYHVWKURXJKUHVWULFWLRQVRIFXUUHQF\WUDQVIHUVLQWURGXFWLRQRID86’
PRQWKO\OLPLWWREHWDNHQDZD\IURPWKHFRXQWU\WKURXJKUHTXHVWIRUDXWKRUL]DWLRQE\
WKHFHQWUDOEDQNRIQRQFRPPHUFLDOWUDQVIHUVPDGHE\HFRQRPLFDJHQWVDQGWKURXJK
UHVWUXFWXULQJRIWKHIRUHLJQH[FKDQJHRSHUDWLRQVDQGUDLVLQJWKHLUUHTXLUHGVWDWXWRU\IXQGVLL
PDLQWDLQLQJRIWKHEDQNLQJVHFWRUOLTXLGLW\WKURXJKREOLJDWLRQWKDW7%LOOVDUHVHUYLFHGE\WKH
0LQLVWU\RI)LQDQFHDQGKDQGOHGWKURXJKRSHQPDUNHWRSHUDWLRQVDQGWKURXJK
UHFRPPHQGDWLRQWRWKHFRPPHUFLDOEDQNVWRUHVFKHGXOHWKHLUFUHGLWVIRUHFRQRPLFXQLWVZKLFK
DUHRULHQWHGWRZDUGVWKH5XVVLDQ%HODUXVDQG8NUDLQLDQPDUNHWVLLLPDLQWDLQLQJVWDELOLW\RQ
WKH7UHDVXU\%LOOVPDUNHW$WWKHVDPHWLPHLQRUGHUWRSURYLGHVRPHLPPHGLDWHDVVLVWDQFHWR
WKHSHRSOHDOOFXUUHQWEXGJHWUHYHQXHVDUHWREHVSHQWIRUSD\PHQWRIZDJHVSHQVLRQVDQGIRU
SUHSDUDWLRQIRUWKHZLQWHUSHULRG
 2IWKHPRVWLPSRUWDQWVWUXFWXUDOFKDQJHVQH[WWRPRUHYLJRURXVDGYDQFHPHQWRI
SULYDWL]DWLRQDQGUHVWUXFWXULQJRIWKHHQWHUSULVHVHFWRUPRVWRIWKHDOUHDG\SULYDWL]HGODUJH
HQWHUSULVHVLQFOXGLQJDQGDOHVVFRUUXSWGHYHORSPHQWRIWKHSULYDWHVHFWRULQFOXGLQJDJHQXLQH
OLEHUDOL]DWLRQRILWVRSHUDWLRQVWKHJRYHUQPHQWSUHSDUHGSDFNDJHLQFOXGHVLTXLFN
DGYDQFHPHQWRIWKHSHQVLRQUHIRUPLLLQWURGXFWLRQRIWKHDGPLQLVWUDWLRQWHUULWRULDOUHIRUP
LLLDGMXVWPHQWVWRWKH/DQG&RGHDQGLYWKHHQHUJ\VHFWRUUHVWUXFWXULQJ2IWKHVH,
SHUVRQDOO\FRQVLGHULYDQGLLLRIUHDOO\FULWLFDOLPSRUWDQFHZKLOHERWKLDQGLLDUHVWLOOQRW
ZHOOWKRXJKWRXWDQGLDWDQ\UDWHZLOOKDYHDYHU\ORQJPDWXULW\SHULRG
 5HJDUGLQJWKH5HVWUXFWXULQJDQG3ULYDWL]DWLRQRIWKH(QHUJ\6HFWRURIFRXUVHDQ\
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WDQJLEOHUHGXFWLRQRIIXHODQGHQHUJ\FRQVXPSWLRQSHUXQLWRIRXWSXWZLOOEHRISDUDPRXQW
LPSRUWDQFHIRUDIDOOLQLPSRUWLQWHQVLW\RI*’3DQGWKHUHIRUHIRUWKHLPSURYHPHQWLQWKHWUDGH
EDODQFHRI0ROGRYD7KLVLPSOLHVDPRQJRWKHUWKLQJVWKHLQWURGXFWLRQRISODQQHGULVHVLQJDV
HOHFWULFLW\DQGKHDWLQJWDULIIVWRWKHLUUHVSHFWLYHFRVWVRIGHOLYHU\ZLWKRXWDQ\IXUWKHUGHOD\EXW
WKHUHVSHFWLYHVRFLDOSURWHFWLRQPHDVXUHVLQFOXGLQJ,PSRUWDQWDVLWLVWKLVLVDPHGLXPWHUP
PHDVXUHKRZHYHU$FFHOHUDWLRQRIUHVWUXFWXULQJRIWKHHQHUJ\VHFWRUDQGLWV
GHPRQRSROL]DWLRQDQGSULYDWL]DWLRQPXVWJRZHOOEH\RQGWKHDOUHDG\DGRSWHGQHZODZVRQ
HOHFWULFLW\DQGRQQDWXUDOJDV$SDUWIURPWKLVDODZRQHQHUJ\FRQVHUYDWLRQDQGDODZWKDW
ZRXOGHQDEOHSULYDWL]DWLRQRILQGLYLGXDOSRZHUSODQWVPXVWDOVREHTXLFNO\SDVVHG2WKHU
PHDVXUHVSXWIRUZDUGE\WKHJRYHUQPHQWVXFKDVLWDNHRYHUE\WKHJRYHUQPHQWRIWKHGHEWV
RIHLJKWHQHUJ\VHFWRUFRPSDQLHVWREHSULYDWL]HGLLGHEWVHWWOHPHQWDJUHHPHQWVZLWKWKH
HQHUJ\VHFWRUHQWHUSULVHVLLLFDQFHOLQJRIWKHQHWWLQJRXWRSHUDWLRQVZLWKWKHHQHUJ\VHFWRU
LYFDQFHOLQJRIEDUWHUWUDQVDFWLRQVLQVHWWOLQJDFFRXQWVIRUHQHUJ\VHUYLFHVYDWWUDFWLQJ
HFRQRPLFDJHQWVWRHQIRUFHFROOHFWLRQRISD\PHQWVGXHWRWKHHQHUJ\VHFWRUYLUHH[DPLQLQJ
WKHWRSPDQDJHPHQWLQWKHHQHUJ\VHFWRUDQGYLLHVWDEOLVKLQJWKHUHVSRQVLELOLW\RIWKH
PDQDJHUVRIEXGJHWDU\XQLWVIRURYHUFRQVXPSWLRQRIHQHUJ\UHVRXUFHVDOVRQHHGWREHIDVW
LPSOHPHQWHG
 5HJDUGLQJWKHDJULFXOWXUDOVHFWRULWLVZRUWKZKLOHWRQRWHWKDWQHDUO\SHUFHQWRIWRWDO
H[SRUWVRI0ROGRYDLVUHSUHVHQWHGE\SURFHVVHGIRRGGULQNVDQGWREDFFRSHUFHQWE\OLYH
DQLPDOVDQLPDOSURGXFWVDQGQRQSURFHVVHGPHDWDQGSHUFHQWE\IUHVKYHJHWDEOHVDQG
IUXLWVWKHH[SRUWVWUXFWXUHLHH[SRUWVRISURFHVVHGDQGQRQSURFHVVHGDJULFXOWXUDO
SURGXFWVUHSUHVHQWWRJHWKHUSHUFHQWRIWRWDOH[SRUWVRYHUSHUFHQWRIWRWDOH[SRUWVWR
WKH&,6FRXQWULHV/HWDORQHRQWKHVHJURXQGVDFFHOHUDWLRQRISULYDWL]DWLRQRIDJULFXOWXUDO
IDUPVDQGIRRGSURFHVVLQJHQWHUSULVHVOLPLWLQJEXUHDXFUDWLFLPSHGLPHQWVWRWKHLUUHVWUXFWXULQJ
DQGPRGHUQL]DWLRQE\SULYDWHVHFWRUDQGIDFLOLWDWLQJWKHLUDFFHVVWRQHZWHFKQRORJLHVDQG
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SDVVHGODVW6HSWHPEHUE\WKH3DUOLDPHQWDJULFXOWXUDODQGDJURSURFHVVLQJUHVWUXFWXULQJKDV
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VXVWDLQDEOHQRUE\VDWLVIDFWRU\DGYDQFHPHQWRIVWUXFWXUDOFKDQJHVWKH0ROGRYDQHFRQRP\IHOO
EDFNRQDGHYHORSPHQWWUDMHFWRU\WKDWPD\VRRQXQGHUPLQHSDVWDFKLHYHPHQWV,QWHUPVRI
PDFURHFRQRPLFVWDELOL]DWLRQDQGUHVWRUDWLRQRIVKRUWWHUPHTXLOLEULXPRIWKHFXUUHQWDFFRXQW
RIWKHEDODQFHRISD\PHQWVDUDWKHULQVLJQLILFDQWDVVLVWDQFHRIWKH,0)DQGWKH:RUOG%DQN
ZLOOEHVDWLVIDFWRU\SURYLGHGKRZHYHUWKDWPHGLXPWHUPPHDVXUHVWKDWZRXOGVHFXUHILVFDO
HTXLOLEULXPDQGVWUXFWXUDOUHIRUPVDUHDOVRLPSOHPHQWHG,QIDFW,0)DQGWKH:RUOG%DQN
DVVLVWDQFHLVFRQGLWLRQDOXSRQWKHLULPSOHPHQWDWLRQ+RZHYHUHYHQLIWKHLUDVVLVWDQFHZHUHQRW
FRQGLWLRQDOXSRQWKHVHUHIRUPVWKH\ZRXOGVWLOOEHDPXVWLQRUGHUVXFFHVVIXOO\WRFRPSOHWH
0ROGRYD¶VWUDQVIRUPDWLRQWRDPDUNHWHFRQRP\
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2XUQHLJKERUVUHFHQWGHYHORSPHQWVLQWKH5RPDQLDQ
HFRQRP\
:KLOHWKH\HDURIUHSUHVHQWHGWKHILUVWVHULRXVDWWHPSWWRDGRSWUDGLFDOUHIRUPVE\
WKHQHZGHPRFUDWLFJRYHUQPHQWHOHFWHGLQ2FWREHULQWKHVSHHGRI
WUDQVIRUPDWLRQVZDVVORZHGGRZQ1RVLJQLILFDQWFKDQJHVFDQEHHPSKDVL]HGFRPSDUHGWR
ZKDWZDVH[SHFWHG7KHRXWSXWJURZWKLVVWLOOQHJDWLYHGHVSLWHLWVGUDPDWLFIDOORILQ
WKHGHILFLWRIWKHEXGJHWLVKLJKDQGWKHUK\WKPRISULYDWL]DWLRQLVYHU\VORZ1RPDMRU
VWUXFWXUDOUHIRUPVFDQEHPHQWLRQHGLQWKH5RPDQLDQVRFLHW\DVDFRQVHTXHQFHWKHFRXQWU\
UDWLQJSURYLGHGE\LQWHUQDWLRQDOVSHFLDOL]HGLQVWLWXWLRQVSODFHV5RPDQLDRQDQXQIDYRUDEOH
SRVLWLRQ
7KHSROLWLFDOIUDPHZRUN

7KHPDLQHOHPHQWZKLFKKDYHGHWHUPLQHGVXFKDVLWXDWLRQLVWKHSROLWLFDOFULVLVJHQHUDWHG
LQ’HFHPEHUE\WKH’HPRFUDWLF3DUW\3’RIWKHIRUPHU3ULPH0LQLVWHU3HWUH5RPDQ
7KH3’EHORQJVWRWKHFXUUHQWFRDOLWLRQ&’5’HPRFUDWLF&RQYHQWLRQIURP5RPDQLD,Q
’HFHPEHUDIWHUWKHJRYHUQPHQWUHVKXIIOLQJWKLVSDUW\DQQRXQFHGLWVLQWHQWLRQWRTXLWWKH
FRDOLWLRQLIWKH3ULPH0LQLVWHU9LFWRU&LRUEHDLVQRWUHSODFHG3’ZDVQRWVDWLVILHGE\WKHZD\RI
FRQGXFWLQJWKHUHIRUPVDFFXVLQJWKH3ULPH0LQLVWHULQSROLWLFDOFRQVHUYDWLVPDQGLQDELOLW\WR
XQGHUWDNHUDGLFDOPHDVXUHVLQWKHHFRQRP\$VDUHVXOWWKHILUVWWZRPRQWKVRIZHUH
SUDFWLFDOO\LQDFWLYH7KHFRDOLWLRQDFFHSWHG5RPDQ¶VFRQGLWLRQVDQG5DGX9DVLOHZDVQRPLQDWHG
DVDQHZ3ULPH0LQLVWHU
7KHQHZJRYHUQPHQWDQQRXQFHGLWVLQWHQWLRQWRVSHHGXSWKHUHIRUPVEXWLQUHDOLW\WKH
SURJUHVVKDVQRWEHHQVLJQLILFDQW7KHKLJKLQIOXHQFHRISROLWLFVRQDOOHFRQRPLFGHFLVLRQVKDV
LPSHGHGVXFKDSURJUHVV$FRQWURYHUVLDOPLOLWDU\FRQWUDFWZLWK%HOO+HOLFRSWHUVKDVGHWHUPLQHG
WHQVLRQVZLWKLQWKHFDELQHWWKH3ULPH0LQLVWHUGHFLGLQJLQ6HSWHPEHUWRUHSODFHWKH
0LQLVWU\RI)LQDQFH’DQLHO’DLDQXDQLQWHUQDWLRQDOO\UHFRJQL]HGVSHFLDOLVWZKRUHIXVHGWRVLJQ
WKHFRQWUDFW
7KHIUDJLOLW\RIWKHOHDGLQJFRDOLWLRQLVVWLOODPDMRUGHILFLHQF\IRUWKHSROLWLFDODQG
HFRQRPLFHQYLURQPHQW,Q6HSWHPEHUDQRWKHUSROLWLFDOJURXS–WKH8’05’HPRFUDWLF
8QLRQRI+XQJDULDQVIURP5RPDQLD–DQQRXQFHGLWVLQWHQWLRQWRTXLWWKHFRDOLWLRQEHFDXVHWKH
3DUOLDPHQWUHIXVHGWRYRWHWKHFUHDWLRQRIDSXEOLFXQLYHUVLW\H[FOXVLYHO\IRUWKH+XQJDULDQ
PLQRULW\IURP7UDQVLOYDQLD)RUWXQDWHO\8’05FDQFHOOHGLWVLQLWLDOGHFLVLRQLQ2FWREHUZKHQ
WKH&’5DFFHSWHGDFRPSURPLVH–DPXOWLOLQJXDOXQLYHUVLW\,QWKHPLGGOHRI1RYHPEHU
8’05PDGHDQHZWHQWDWLYHWRREWDLQD+XQJDULDQXQLYHUVLW\ZKLFKUHRSHQHGWKHFRQIOLFW
%HVLGHWKHVHSROLWLFDOFRQIOLFWVZLWKLQWKHFRDOLWLRQWKHFRQILGHQFHRISRSXODWLRQLQWKH
JRYHUQPHQWKDVVXIIHUHGEHFDXVHRIVHYHUDOVLWXDWLRQVZKHQKLJKRIILFLDOVZHUHGHQRXQFHGIRU
FRUUXSWLRQVRPHRIWKHPFORVHWR3UHVLGHQW&RQVWDQWLQHVFX7KHFRQIXVLRQLVDPSOLILHGE\WKH
IDFWWKDWWKHFRDOLWLRQKDVKHVLWDWHGWRWDNHGHFLVLYHPHDVXUHVZLWKUHVSHFWWRWKHEDG
SHUIRUPDQFHRI62)6WDWH2ZQHUVKLS)XQGZLWKUHVSHFWWRWKHVSHHGRISULYDWL]DWLRQ7KH
UHVSRQVLELOLW\EHORQJVDOPRVWH[FOXVLYHO\WRWKH62)SUHVLGHQW6RULQ’LPLWULXZKRVH
UHSODFHPHQWKDVEHHQV\VWHPDWLFDOO\DYRLGHG2QO\DWWKHHQGRI2FWREHU6RULQ’LPLWULX
ZDVGLVPLVVHG7KH62)UHVWUXFWXULQJDQQRXQFHGE\WKHQHZSUHVLGHQWVHHPVWREHSRVWSRQHG
IRUDQLQGHILQLWHIXWXUH

7KHHFRQRPLFHYROXWLRQLQ

7KHHFRQRP\KDVUHFRUGHGDVHULRXVGHFOLQHGXULQJWKHILUVWHLJKWPRQWKVRI7KH
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WKHPRVWGUDPDWLFIDOOEHLQJUHFRUGHGLQPDQXIDFWXULQJZKHUHWKHSURGXFWLRQRI
GXUDEOHJRRGVUHSUHVHQWVRQO\RIWKHOHYHOHLJKWPRQWKV7KHJRYHUQPHQW
SURJQRVLVIRUWKHZKROH\HDURIVKRZVDGHFUHDVHRILQGXVWULDOSURGXFWLRQE\DV
FRPSDUHGWREXWWKHXSWRNQRZHYROXWLRQZLOOGHWHUPLQHDFFRUGLQJWRFHUWDLQ
RSLQLRQVDQHIIHFWLYHIDOORIDWOHDVW
,QDJULFXOWXUHWKHRIILFLDOHVWLPDWHVVKRZDGHFOLQHRIWRWDOSURGXFWLRQLQ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FRPSDUHGWR+RZHYHUWKLVQXPEHUVHHPVWREHXQGHUHVWLPDWHGVLQFHGXULQJWKHILUVW
PRQWKVRIWKLV\HDUERWKYHJHWDEOHSURGXFWLRQDQGOLYHVWRFNEHLQJPXFKEHORZWKH
FRUUHVSRQGLQJOHYHORISHULRG
3XEOLFLQYHVWPHQWKDVUHFRUGHGDOVRDVLJQLILFDQWGHFUHDVHIRUWKHILUVW
VHPHVWHUZKLOHLQWKHSULYDWHVHFWRUWKHLQYHVWPHQWKDVLQFUHDVHGE\GXULQJWKHVDPH
SHULRG7KHZHLJKWRIEDQNFUHGLWVLQRYHUDOOLQYHVWPHQWUHVRXUFHVLVVWLOOYHU\ORZIRU
WKHZKROHHFRQRP\DQGRQO\LQWKHSULYDWHVHFWRU
7KHH[SRUWVRIWKHILUVWVHYHQPRQWKVGHFUHDVHGE\DVFRPSDUHGWRWKHVDPH
SHULRGRIZKLOHWKHLPSRUWVLQFUHDVHGE\GXULQJWKHVDPHSHULRG$VD
FRQVHTXHQFHWKHFRPPHUFLDOGHILFLW)2%&,)LQFUHDVHGE\GXULQJWKHILUVWVHYHQ
PRQWKVRIWKLV\HDUFRPSDUHGWRWKHVDPHWLPHKRUL]RQRI(YHQLQWKHSULYDWHVHFWRU
WKHIRUHLJQWUDGHVLWXDWLRQLQLVZRUVHWKDQWKHSUHYLRXV\HDUH[SRUWVKDYHGHFUHDVHGE\
ZKLOHLPSRUWVLQFUHDVHGE\
7KHH[FKDQJHUDWHVKRZVDVOLJKWGHSUHFLDWLRQRIWKH52/LQQRPLQDOWHUPVDW
WKHHQGRI6HSWHPEHUFRPSDUHGZLWK’HFHPEHUEXWDUHDODSSUHFLDWLRQRIDERXW
7KHUK\WKPRIGHSUHFLDWLRQDFFHOHUDWHGDWWKHEHJLQQLQJRI1RYHPEHUZKHQWKH52/
DSSURDFKHGWKHOHLOHYHOEXW1%5FRQVLGHUVWKDWWKLVWHQGHQF\LVVWLOOZLWKLQWKH
OLPLWVVHWLQWKHEHJLQQLQJRIWKH\HDU
7KHYDOXHRIVHUYLFHVIRUSRSXODWLRQGHFUHDVHGE\LQWKHILUVWVHYHQPRQWKVRI
FRPSDUHGZLWKWKHVDPHSHULRGIURPWKHPRVWVLJQLILFDQWIDOOEHLQJUHFRUGHGLQ
WRXULVP
7KHDYHUDJHPRQWKO\UDWHRILQIODWLRQIRUWKHSHULRG-DQXDU\$XJXVWKDVEHHQ
ZKLOHWKHPRQWKO\UDWHIRUWKHVDPHSHULRGRI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LQDYHUDJH7KLVLV
HTXLYDOHQWZLWKDQRYHUDOOLQIODWLRQUDWHRIDWWKHHQGRI$XJXVWFRPSDUHGWR
’HFHPEHU)URPWKLVSRLQWRIYLHZLVWKHPRVWVXFFHVVIXO\HDURIWUDQVLWLRQLQ
5RPDQLDZKHQWKHHIIHFWLYHLQIODWLRQUDWHVHHPVWREHEHORZWKHSURSRVHGWDUJHWRI
7KHORZHVWLQFUHDVHRISULFHVLQFRUUHVSRQGVWRIRRGSURGXFWVDYHUDJHPRQWKO\
UDWHZKLOHWKHVHUYLFHVUHFRUGHGWKHKLJKHVWLQFUHDVH–SHUPRQWKLQDYHUDJH7KH
ORZHVWUDWHRILQIODWLRQLQZDVUHFRUGHGLQ6HSWHPEHUZKLFKLVDOVRWKHORZHVW
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
ZKLOHWKHQHWPRQWKO\VDODU\DVWKHDYHUDJHIRUWKHHFRQRP\LQFUHDVHGXSWROHL
86,QDYHUDJHWKHUDWLREHWZHHQWKHLQGH[RIQHWQRPLQDODYHUDJHVDODU\DQG&3,
ZDVDVDJDLQVWSUHYLRXVPRQWKDVFRPSDUHGWR$XJXVW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
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OHVVWKDQSUHYLRXVPRQWKDQGE\PRUHWKDQWKHVDPHPRQWKRI7KH
GHFUHDVLQJWHQGHQF\RIXQHPSOR\PHQWVWDUWVLQ)HEUXDU\EXWWKLVLVPDLQO\GXHWRWKH
H[SLUDWLRQRIWKHSD\PHQWSHULRGRIXQHPSOR\PHQWEHQHILWVIRUDODUJHSURSRUWLRQRIWKRVH
ZKRKDYHSUHYLRXVO\ORVWWKHLUMRE7KHXQHPSOR\PHQWUDWHLQ$XJXVWZDVIRU
IHPLQLQHODERUIRUFH,Q$XJXVWWKHUDWHRIXQHPSOR\PHQWZDVIRU
ZRPHQ7KHKLJKHVWOHYHORIXQHPSOR\PHQWUHPDLQVLQFRXQWLHVOLNH9DVOXL1HDPW9DOFHD
DQG6XFHDYDPRUHWKDQ
7KHJURVVGRPHVWLFSURGXFWFRUUHVSRQGLQJWRWKHILUVWTXDUWHURIELOOLRQ
OHLLQFXUUHQWSULFHVUHSUHVHQWHGRQO\RILWVOHYHORIWKHVDPHSHULRGIURP7KH
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HVWLPDWLRQVIRUWKHILUVWVHPHVWHURIWKLV\HDUVKRZDGHFOLQHE\FRPSDUHGWRWKHILUVW
VHPHVWHURI(YHQWRXJKWKHJRYHUQPHQWDQQRXQFHGLQLWLDOO\DWDUJHWRIUHDOJURZWK
RI*’3IRUWKHZKROH\HDURIWKHXSWRQRZHYROXWLRQRIWKHPDLQVHFWRUVRIWKH
HFRQRP\LQGLFDWHDQRYHUDOOGHFOLQHRIDWOHDVWXQWLOWKHHQGRIWKH\HDU

7KHHYROXWLRQRIUHIRUPV
:HDOUHDG\DUJXHGWKDWWKHSROLWLFDOLQVWDELOLW\KDVGLVFRXUDJHGWKHHFRQRPLFUHIRUPV
7KHSURSRVHGWDVNVKDYHEHHQIXOILOOHGRQO\SDUWLDOO\DQGZLWKVLJQLILFDQWGHOD\V7KH
SULYDWL]DWLRQRI5207(/(&20FRQVLGHUHGWREHWKHPRVWLPSRUWDQWHYHQWRIKDV
EHHQSRVWSRQHGVHYHUDOWLPHVEHFDXVHRIORZLQWHUHVWVKRZQE\IRUHLJQLQYHVWRUV,Q
1RYHPEHU27&ERXJKWRIVKDUHVIRU86PLOOLRQ
7KHSULYDWL]DWLRQRIWKUHHFRPPHUFLDOEDQNV%5’–5RPDQLDQ%DQNIRU
5HFRQVWUXFWLRQDQG’HYHORSPHQW%DQFSRVWDQG%DQFD$JULFRODZLOOQRWEHSRVVLEOHXQWLO
WKHHQGRIWKLV\HDUHYHQWKRXJK%5’KDVEHHQSUHSDUHGIRUSULYDWL]DWLRQVLQFHDQG
%DQFD$JULFRODZDVUHFDSLWDOL]HGE\DKXJHLQIXVLRQRIFDSLWDO
7KHWUDQVIRUPDWLRQRI5HJLHV$XWRQRPRXVLQFRPPHUFLDOFRPSDQLHVWREHSULYDWL]HG
KDVEHHQRQO\SDUWLDOO\GRQH7KHPRVWLPSRUWDQWVWHSZLWKWKLVUHVSHFWLVWKHUHVWUXFWXULQJRI
WZRQDWXUDOPRQRSROLHVWKHHOHFWULFLW\FRPSDQ\5(1(/UHVSHFWLYHO\61&)5–WKHUDLOZD\
WUDQVSRUWDWLRQFRPSDQ\+RZHYHUWKHUHVWUXFWXULQJPHDQVRQO\KHUHRUJDQL]DWLRQRIWKHWZR
VWDWHRZQHG1DWLRQDO&RPSDQLHVE\GLYLGLQJWKHPLQWRIXQFWLRQDOXQLWV7KHLUHIIHFWLYH
UHVWUXFWXULQJZLOOUHTXLUHDWOHDVWWZR\HDUVIURPQRZRQ
7KHLQVWLWXWLRQDOUHIRUPVKDYHEHHQDOVRGHOD\HG7KHODZRQWKHVWDWXVRISXEOLF
VHUYDQWVKDVQRWEHHQSDVVHGE\WKH3DUOLDPHQW7KHSURMHFWZDVVXEPLWWHGWRWKHOHJLVODWLYH
ERG\DOPRVWWZR\HDUVEDFN7KHJRYHUQPHQWUHRUJDQL]DWLRQLQLWLDOO\SODQQHGIRUWKHPLGGOH
RILVVWLOORQWKHJRYHUQPHQWDJHQGD
7KHGHFLVLRQWRFORVHGRZQODUJHORVVPDNLQJVWDWHHQWHUSULVHVKDVQRWEHHQWDNHQ2QO\
FRPSDQLHVZHUHGHFODUHGEDQNUXSWDQGFORVHGGRZQLQEXWWKH5RPDQLDQHFRQRP\
LVFXUUHQWO\IDFLQJWKHEXUGHQRIDERXWILUPVWKDWKDYHDFFXPXODWHGKXJHDUUHDUVDQG
ORVVHVVRPHRIWKHPDURXQGFRPPHUFLDOFRPSDQLHVSURGXFLQJQHJDWLYHYDOXHDGGHG
+DOIRILQGXVWULDOSURGXFHUVKDYHDFFXPXODWHGODUJHGHEWVWR5(1(/DQG520*$=WKH
WRWDOYDOXHRIDUUHDUVWR5(1(/EHLQJDOPRVWELOOLRQOHLDURXQG86PLOOLRQDW
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